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DITTO ONE-WRITING ORDER SYSTEM 
Saves $40,000 Yearly for The B. F. Goodrich Company 


H. V. Browne, Manager Office Standards, The B. F. Goodrich Company, Akron, Ohio, reports: 


** YOR 20 years we have been using Ditto equip- 

ment, and now have 50 machines used for 
many different purposes. The greatest savings and 
benefits came from adopting the Ditto One-Writing 
Order System. This system saves us $40,000 a year 
in order copying, besides minimizing copying errors. 
it also enables us to cut shipping time in half—get- 
ting out many of our orders within 24 hours. 


“We also use the Ditto method for our printing 
orders. Our printing department cut its delivery time 
a full week by dittoing its 150 daily printing orders so 
6 departments could work on them simultaneously. 


“Much miscellaneous work is dittoed—15 to 20 
page weekly production schedules; monthly operat- 
ing statements of retail stores and wholesale dis- 
tricts (approximately 600 different reports); 5 to 
10 page minutes of meetings, and so on. 

“So simple and inexpensive a system of direct 
and errorless copying deserves the detailed study of 
every business organization.” 

* & & 


Thousands of other concerns throughout the world 
are making similar savings with Ditto. Find out 
what Ditto willdo for your business 

—write us for samples and facts. 

There’s no cost or obligation. 


DITTO, INCORPORATED, 2243 W. Harrison St., Chicago, IIl. 
Gentlemen: Please give me full facts about Ditto . . . how it cuts costs in Billing and Shipping . . . also its 


many other uses. No obligation, of course. 
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State-Admuinistered Locally-Shared 
Taxes 


By Harotp M. Groves * 


URING the early years of the depression un- 
D employment relief was predominantly regarded 

as a local problem and no concern of the state 
and Federal governments. From the beginning of 
1933 to the end of June, 1934, almost two-thirds 
(62.8 per cent) of the money spent 
for relief was contributed by the 
Federal Government and only about 
one-fifth (21.2 per cent) by coun- 
ties and smaller units of govern- 
ment. The states contributed the 
remainder (16 per cent).1. This 
very swift and radical about face in 
policy was not alone due to a change 
in Opinion as to which unit of gov- 
ernment is responsible for alleviat- 
ing unemployment; it was due to 
the fact that the financial resources 
of the local governments gave out 
and they were unable to carry addi- 
tional burdens. 

The general property tax has fur- 
nished the bulk of local revenues 
for many years. Before the depres- 
sion it was much criticized; many 
felt that it was a much over-worked 
and very imperfect support for the 
enormous structure of public ex- 
penditures reared upon it. What 
had been criticism before the de- 
pression swelled into something more 
like a revolt during the depression; and what had 
been imperfections began to resemble a breakdown. 

The revolt against the property tax took the form 
of new and much more drastic tax limitation laws 
imposed by the states upon their municipalities; of 
tax delinquency, sometimes due to the unwillingness 





* Professer of Economics, University of Wisconsin, and member of the 
Wisconsin Senate, 


1Tax Policy League, ‘‘Unemployment Relief and Its Financing” in 
Tax-Bits, (1934), Bulletin No. 11, p. 6 
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of the taxpayer to pay taxes, more often due to his 
inability to pay; of insistent demands by taxpayers’ 
associations and others that the cost of government 
be drastically reduced. 
This revolt caused considerable embarrassment to 
all units of government but it was 
the local governments which suf- 
fered most. The property tax was 
- and is the staff of life for the coun- 
ties and smaller units. They had 
few other staffs of any strength and 
were not allowed to devise new ones 
on their own initiative. In some 
cases municipal credit could be used 
to supply emergency revenues but 
more often than not it had been or 
was soon exhausted. 

Undoubtedly the Federal Govern- 
ment had and has the greatest re- 
sources for meeting an emergency . 
and for raising revenue outside the 
property tax field. To be sure the 
Federal Government found the rey- 
enues from taxes it employed very 
much depleted and was, and is, 
faced with heavy deficits on its own 
account. The Federal Government 
also had a heavy debt upon its 
hands inherited from the war pe- 
riod. But the Federal Government 
had and has a large capacity to 

borrow. Our total public debt—including state and 
local—is little if any greater than that of Great 
Britain, a country with a much smaller population, 
per capita income, and national wealth.2, The Fed- 
eral Government has a control over currency and 
banking which gives it power to raise money by 
inflation of one sort or another. States and their 





2 National City Bank of New York, Economic Conditions, Govern- 
mental Finance, United States Securities, (Feb. 1934), p. 22-23. 
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subdivisions do not have this alternative. Finally, 
the Federal Government has great powers of taxa- 
tion not possessed by states. It is the agency best 
suited for the administration of the inheritance tax, 
the income tax, and the sales tax. In the use of any 
of these weapons states are confronted with the ne- 
cessity of sparing their industries unfair competition 
and of avoiding migration of their taxpayers. The 
Federal Government has no such inhibitions. States 
have great difficulty in dividing tax bases between 
jurisdictions; the Federal Government is largely 
free from this difficulty. States have limited infor- 
mation regarding the assets of their taxpayers; the 
Federal Government has much fuller information. 


Next to the Federal Government in its ability to 
supply current governmental purchasing power 
come the states. To be sure many of them are for- 
bidden by their constitutions to borrow except for 
military defense. But they are second only to the 
Federal Government in the ease with which they 
can administer such taxes as the inheritance tax, the 
income tax, and sales taxes. In the administration 
of the motor vehicle license tax, they and their mu- 
nicipalities have an exclusive field. 

A main problem in public finance during this de- 
pression has been and is that of getting revenue from 
central units of government with their important ad- 
vantages in administration and collection to local 
units of government with their heavy responsibilities 
and failing resources. 

It is true that this problem might be avoided, were 
central units to take over some of the responsibili- 
ties, traditionally belonging to municipalities. There 
has been a move in a few states such as Indiana and 
Michigan to shift responsibility for the construction 
and maintenance of highways from local govern- 
ments to counties or to states. Other states such 
as North Carolina and California have somewhat 
centralized the function of education. On its merits 
there is much to be said for centralization of govern- 
mental functions to keep pace with the centralization 
of other aspects of life. Actually, however, central- 
ization on the political front is likely to proceed 
slowly. Municipalities cling to their ancient pre- 
rogative of home rule even though it means much 
grief and small advantage. And very often there 
are important advantages in decentralized adminis- 
tration. It adapts itself to local differences and 
stimulates local initiative and cooperation. Because 
taxes can be most effectively collected by central 
units of government does not mean that they have 
the advantage in administering all responsibilities of 
government. 

We come now to alternative methods of passing 
down centrally-collected revenues to smaller units 
of government. One method is to distribute part or 
all of the proceeds from a particular tax according 
to its origin. Thus in Wisconsin, ten per cent of 
the normal income tax revenues is distributed to the 
county and fifty per cent “to the town, city or village 
from which the income was derived.” In the case of 
personal income, that is, wages and salaries and in- 
come from intangible property, the point of origin 
is said to be the residence of the taxpayer. In case 
of business or property income the origin is said to 
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be where the business or property is located. Where 
corporate business is conducted in several jurisdic- 
tions, a division is made according to relative tangible 
property, cost of manufacture (if any), and sales in 
each. 


Another important Wisconsin tax which is dis- 
tributed in much the same manner as that above 
described is the tax upon light, heat, and power 
companies not “located entirely within a single town, 
village, or city.” Sixty-five per cent of the tax is 
distributed to the town, village, or city of origin, 
and 20 per cent to the county. Origin as defined 
in the law is a matter of relative tangible property 
and sales. 


This distribution of centrally administered and 
collected taxes according to origin has two important 
objections, at least in the case of the two types of 
taxes just mentioned. The first objection is that 
origin, while clearly and arbitrarily defined in the 
law, is actually a very obscure and troublesome 
matter. Ifa taxpayer resides in a Milwaukee suburb 
and works in a Milwaukee factory, why should the 
suburb and not Milwaukee be entitled to the income 
tax revenue? A teacher may spend nine months 
out of the year in Beaver Dam and receive her entire 
income from the Beaver Dam taxpayers; yet her 
income tax may go to the city of Beloit where she 
maintains a legal residence. Using the illustration 
of a Milwaukee department store a strong case can 
be made to prove that the origin of the income is 
very much wider than either Milwaukee city or 
Milwaukee county. The trade area of this store 
may extend for many miles and labor and materials 
used in its business may have their roots in even a 
wider area. The income of a factory furnishes an 
even more difficult problem of allocation. A public 
utility likewise has some widespread roots. For 
example, a hydro-electric plant gets its power from 
the entire area which is drained by the river which 
furnishes power. 


Distribution according to origin has been supported 
on the ground that a district like an individual is 
entitled to the fruits of its own labor. But as in the 
case of individuals the fruits of labor are a very 
obscure matter under modern economic conditions. 


Perhaps other taxes could be distributed according 
to origin with more precision than the two considered 
above. But the sales tax encounters much the same 
difficulties. If the sales tax is a consumers’ tax as 
most of its proponents claim, it should be distributed 
over as wide an area as are the consumers who pay 
it. This means that a sales tax upon a manufacturer 
could not be distributed at all with any show of 
plausibility. Even a retail sales tax cannot be very 
accurately distributed according to origin. It is in- 
teresting to note in this connection that of the 27 
states which had a sales tax in some form on May 1, 
1934, only two made any attempt to distribute revenues 
according to origin and these returned revenue only 
to county units.® 


A second difficulty with distribution according to 
origin is that it may flood some localities with un- 
needed revenue and give others scant property tax 


aaa Research Foundation, Tax Systems of the World, (1934) p. 
106-9, 
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relief. The Wisconsin taxes mentioned afford some 
fine illustrations of this difficulty. A municipality 
which happens to have a prosperous business or 
which has a generous supply of very wealthly tax- 
payers may receive income tax revenues far in excess 
of its proportionate population or even its proportionate 
property value. The situation creates an incentive 
for the formation of so-called tax colonies. The 
original Wisconsin law placed an upper limit on the 
share that any local government might receive from 
the income tax. The amount was 2 per cent of the 
true value of the municipality’s property, but that 
was too high to be effective and it was subsequently 
reduced to seven mills. There is still a very uneven 
spread of income tax revenues. 

The Wisconsin tax on light, heat, and power com- 
panies affords a better illustration of the concentra- 
tion of returned revenue in certain municipalities. 
Five towns having 1.13 per cent of total taxable 
general property in towns of the state, received, in 
1933, 33.18 per cent of the public utility taxes going 
to towns. They received almost four times as much 
utility taxes as their general property tax levies. A 
certain town in the state where an important gen- 
erating plant is located received as much as twenty 
times its local property tax levies. These towns 
received large income tax payments and school aid 
in addition to their rich harvest of utility tax money. 
The contention is made, to be sure, that any taxing 
district is as much entitled to exact levy from utility 
resources within its borders as it is to impose prop- 
erty taxes upon its soil or its buildings. We have 
already cited the fact that utility income, which is 
a large factor in utility assessment, is especially 
difficult to localize. Furthermore, a public service 
plant usually involves a minimum number of laborers 
and thus very little additional public expense to the 
district in which it is located. Little if any new 
educational or social welfare program is made neces- 
sary because a public utility property is located with- 
in a given district. 

By no means are all state-administered locally 
shared taxes distributed according to origin. Con- 
necticut allocates 50 per cent of its retail sales tax 
on the basis of population. Kentucky returns one- 
third of its new sales tax to counties, one-third on 
the basis of area, one-third on the basis of population, 
and one-third equally among the counties. New 
York shares its income tax revenues according to 
the assessed valuation of local districts. Concerning 
these formulae of distribution, suffice it to say, that 
none of them represents a very close measurement 
of either origin or need, which seem to be the most 
logical factors to consider. 

So far we have considered only sharing of revenues 
without restrictions as to their use. States may also 
distribute revenues for use by localities in perform- 
ing certain specific functions. Other requirements 
may set up standards which must be met as a condition 
for receiving state funds. These are the grants-in-aid. 
Frequently they are distinguished from what is called 
state-administered locally-shared taxes; but in the 

*Harold M. Groves & George Keith. “Some Solved and Unsolved 


Problems of Public Utility Taxation in Wisconsin”, in Journal of Public 
Utility and Land Economics. 
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broad sense, of course, they represent a species of 
sharing. 

Aids have generally been granted for particular 
functions in which there is an element of widespread 
interest. The original purpose of aids usually was 
to encourage local expenditure and the device of 
matching outlays was employed to stimulate “local 
effort.” More recently aids have been used for 
“equalization”; that is to eliminate some of the ex- 
treme differences in the cost to taxpayers of main- 
taining a certain standard of essential public services. 
We are now ready perhaps for a third phase in the 
evolution of aids, in which they will be used primarily 
for property tax relief, and economy will be sought 
instead of additional spending. 

One advantage of the aid-system of sharing 
centrally-administered taxes is that it affords central 
governments an opportunity to control expenditures 
for local functions. Need for such control is especially 
great in the case of revenues distributed without 
regard to origin because localities feel that they are 
receiving somebody else’s money. That there is an 
increasingly persistent demand for state control aside 
from any existence of aids, however, is evidenced by 
the pressure now exerted to impose tax-rate limita- 
tions upon municipalities and to subject local budgets 
to some sort of outside review. The aid-system 
offers an opportunity for flexibile central control not 
only in the expenditure of state money but of local 
money as well. 


How the aid-system can be used to establish ef- 
fective central control has been described by Mr. 
Webb in his account of the British experience with 
this institution : 

The National Government in the course of the three- 
quarters of a century from 1832, successively “bought” the 
rights of inspection, audit, supervision, initiative, criticism, 
and control, in respect of one local service after another, 
and of one kind of locally-governed body after another, 
by the grant of annual subventions from the National 
Exchequer in aid of the local finances, and therefore, in 
relief of the local rate-payer.’ 

Development of proper controls has been a sadly 
neglected feature of American aids.. How such con- 
trols may be used is illustrated in the present fed- 
eral grants for relief. Before the Federal Government 
began to finance relief, the administration was fre- 
quently under laws and through machinery devised 
in the era of Queen Elizabeth. Among conditions 
imposed by the Federal Government for the receipt 
of federal money are that local governments must 
employ professional case workers, must administer 
relief only through units with a minimum population, 
and must keep adequate records of persons receiving 
relief. 


Among the problems in the aid-system is the ele- 
ment of subsidy to poorer districts which it frequently 
involves. It can be plausibly contended that distribu- 
tion according to some criteria of need and without 
regard to origin, which is usually characteristic of 
aids, results in a subsidy for some districts at the 
expense of others and that this subsidy tends to 
perpetuate unjustifiable districts, settlements, and 
expenditures. 

(Continued on page 180) 





5S. Webb, Grants-in-Aid; A Criticism and a Proposal, (1920), p. 6, 





















































HILE the Gregory case * was pending with the 
United States Supreme Court for decision, 
the general belief in tax circles was that a 
holding against the taxpayer would mean the death 
knell of thinking and acting in terms of tax mini- 
mizing, and that a tax-saving motive would vitiate 
or render nugatory for tax purposes acts otherwise 
resulting in freedom from tax or in reduced tax. 

The day the Court handed down the decision, 
some newspapers referred to it as having been char- 
acterized either by Court attachés or members of 
the tax bar as one of the most sig- 
nificant and important rendered by 
the Court in the tax domain. With 
the smoke and emotion of battle 
now pretty well subsided, it would 
appear from a calmer and more de- 
tached view that though the deci- 
sion did go against the taxpayer, 
its rationale hardly makes for the 
far reaching consequences antici- 
pated or thus proclaimed. 

The facts, the statute, and the de- 
cision give the case a rather limited 
and restricted niche. To be sure, 
sometimes all a decision has to do is 
slightly jar the latch and before 
very many moons the door is pushed 
wide open or even knocked off its 
hinges. It may therefore be that 
the awe with which the Gregory 
case was held or heralded was not 
for itself, but for its stars; not from 
whence it came but rather the road 
to which it led, or more historically 
would be led. It is submitted, how- 
ever, that the decision in and of 
itself provides no fodder for nurturing such a future. 

On the surface, the case was regarded as present- 
ing a setting where all factual perquisites for tax- 
free reorganization existed, and the problem was 
whether actuating the mechanism by a tax motive 
force, jammed the works. The decision of the Su- 
preme Court establishes this surface picture to be 
inaccurate. It holds that the factual ingredients that 
entered into the tax-free compound were not all ac- 
counted for when the roll call was taken. The 
statute withholds the stamp of tax-free reorganiza- 
tion unless a transfer be endowed, among other 
things, with a prescribed motive, namely, that the 
transfer be “in pursuance of a plan of reorganization.” 
The Court found in the Gregory case that the trans- 
fer had no such predicate. To the contrary, the plan 
was “not to reorganize a business but to transfer a 
parcel of corporate shares to the petitioner.” The 
taxpayer therefore went down for the full count, 
when struck by the necessity for contending with 





* Certified Public Accountant and member of the New York Bar, 
New York City. 

1 Evelyn F. Gregory v. Guy T. Helvering, Commissioner, 55 S. Ct. 266 
(decided January 7, 1935). 
: ditor’s note-——Summary of the decision appeared in the January 
issue of Tue Tax Macazine at page 50 


The Gregory Reorganization Case 


By J. S. SEIDMAN * 
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that part of the statute requiring a transfer pursuant 
to a reorganization plan. - 

The decision probably imparts a broader if not a 
newer meaning to the phrase “in pursuance of a plan 
of reorganization.” It now must be “a transfer made 
‘in pursuance of a plan of reorganization’ of corpo- 
rate business; and not a transfer of assets by one 
corporation to another in pursuance of a plan having 
no relation to the business of either.” In the “pre- 
Gregorian” days, it was assumed that given a lit- 
eral compliance with the statutory definition of 
reorganization, every move or shift 
within the definition perforce must 
be pursuant to reorganization plan. 
The Supreme Court has checked that 
generality. It points out that 
though it is possible to go through 
the motions of reorganization, the 
underlying intent and motive may 
be wholly removed from reorganiza- 
tion, and in that event there can be 
no comfort at the hearth of “plan of 
reorganization.” 

The case establishes that tax sav- 
ing motive alone, unaided by genu- 
ine reorganization intent, does not 
pass muster. Motive, therefore, be- 
comes important—but only because 
the statute makes it so. The word 
“plan” pivots around mental proc- 
esses, or at least makes it necessary 
for them to attune. That, however, 
is a far cry from saying that here- 
after tax motives are to be regarded 
as putrifying a transaction. Mo- 
tives become immaterial where the 
statute ignores them or does not 
condition tax consequences upon them. “Plan of 
reorganization,” “in contemplation of death,” “pur- 
pose of preventing the imposition of the surtax upon 
the shareholders” are affirmatively concepts where 
motive is not only important but controlling. Some- 
times, too, motive becomes helpful in determining 
or understanding what actually occurred as con- 
trasted with chimerical appearances. 

But—and this is the assuaging feature of the 
Gregory case—tax liability is not a vassal to motive 
(except, of course, where the statute so ordains). 
Nor is tax motive a cause for blushing or the slight- 
est change of hue. The express affirmation of the 
Isham, 17 Wall. 496, 506, and other cases at the very 
outset of the Supreme Court’s opinion still makes 
tax minimizing, however deliberate and preconceived, 
the right—and one court implied it to be the patri- 
otic duty—of the citizen. This is, of course, to be 
distinguished from tax evasion. That has always 
been anathema, and may it continue ever to be so. 
(Continued on page 172) 





2 This tendency has already set in. See John A. Nelson Co. v. Com- 
missioner, (CCA-7) 353 C. C. H. 9554; E. E. Bruce v. Commissioner, 
(Cc. A. D. C.) 353 C. C. H. 9560; Royal Marcher, 32 B. T. A. No. 9 
Reg. 86, Art. 112(g)-1 and 2. 
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A Tax Finance Plan 


For the Collection of Delinquent and Current 
Real Estate Taxes 


By Paut STUDENSKI * 


HE present financial difficulties in which most 
of the municipalities in this country find them- 
selves are due preeminently to two causes: (1) 
the severe drop in tax collections resulting from the 
inability of the property owners whose incomes have 
been severely reduced by the depression to pay their 
taxes on time, and, (2) the collapse of the money 
market generally and the inability 
under the circumstances of the mu- 
nicipalities to obtain loans in antici- 
pation of the collection of their 
taxes. 


Difficulties under the Present Tax 
Collection System 

Most of the municipalities collect 
today only from 50 to 85 per cent 
of their taxes at the time when they 
are due. They collect the balance 
only very slowly, over a period of 
time. By the end of two or three 
years they generally have on their 
books an accumulated tax delin- 
quency amounting to more than 
one-half of their annual tax levy. 
As a result of the severe and sudden 
drop in their collections their credit 
is low, and the municipalities are 
denied tax anticipation loans. Thus 
they become unable to meet their 
current obligations. Despite dras- 
tic economies involving cuts in sal- 
aries and discontinuance of certain 
services, they frequently default on their matur- 
ing debts and payrolls in the end, even though they 
may be supplied with tax anticipation loans for part 
of their future taxes. 

The dependence of the cities on tax anticipation 
loans for their current financing is due to the fact 
that taxes are collected generally several months 
after the beginning of the fiscal year. The munici- 
palities spend their income before they receive it. 

They manage to finance their expenditures in the 
interval by borrowing. During normal times tax 
anticipation loans are freely furnished. In times 
of a depression, however, tax anticipation loans are 
difficult to obtain. Various devices have been sug- 
gested for the solution of this difficulty. It is not 
intended here to discuss them. The present state- 


_ POL 





* Associate Professor of Economics, New York University. 

Editor’s note. In a foreword, the author states that the plan described 
was originated by Mr. B. G. Orlove, Jr., of New York-and was 
elaborated on the legal side by Abraham J. Isserman, Esq., of the New 
Jersey Bar. The plan has been embodied into a law in the State of 
New York (Chapter 596, approved May 16, 1934.) The text of the 
New York law is appended. 
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ment is concerned solely with the first mentioned 
source of difficulties of municipalities—that caused 
by tax delinquencies. 

The current high rate of tax delinquency is due 
in no small measure to certain deficiencies in the 
present methods of tax collection. It is also due to 
the total lack of proper accommodation by our credit 
institutions to taxpayers, at the 
present time. The methods of tax 
collection now in effect were de- 
vised for normal times, and are 
proving unsuitable to the extraor- 
dinary conditions of the present 
severe business depression and col- 
lapse of real estate financing. The 
taxpayer is required to pay his taxes 
in a lump sum,-annually or semi- 
annually. During normal times this 
requirement caused no special diffi- 
culty to the taxpayer. He accumu- 
lated the sum he needed, from his 
monthly rents, or if he failed to do 
so, borrowed it from his bank. Be- 
cause the income from his property 
was ample, the bank did not hesi- 
tate to extend to him a three to six 
months’ loan for the payment of his 
taxes. 

During times of a severe business 
depression, however, such as at 
present, the property owner cannot 
easily accumulate his tax. If he 
fails to accumulate it, he can obtain 
no accommodation from his bank, unless he can fur- 
nish security in addition to his real estate. No bank 
today will furnish a loan on the security of property, 
if that property is mortgaged and the loan becomes 
a subordinate claim. As a result, the taxpayer who 
has not the funds in hand becomes delinquent in his 
taxes and has to pay a penalty of 10 per cent interest 
on the amount due. By the time he pays the delin- 
quent taxes for the past year or half year, another 
year’s taxes become due and thus he again is forced 
to default. As a result, having once become delin- 
quent the taxpayer tends to remain delinquent all 
the time. His delinquency, in fact, usually becomes 
cumulative. 

In New York City, for example, if the taxes due 
have not been paid at the expiration of three years 
the City can sell the tax lien. Thus, it must fre- 
quently wait three years before turning the delin- 
quent taxes into cash, unless it manages, in the 
meantime, to borrow against these delinquent taxes 
and by pledging its general credit. This may be 
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done as at present by refunding its tax anticipation 
notes at an additional expense in interest. In ordi- 
nary times such borrowing is arranged without dif- 
ficulty. Under the pfesent conditions of municipal 
credit, however, these tax loans are exceedingly 
difficult to arrange. 


At the present time, the provisions of the law 
allow taxpayers who are in default three years within 
which to pay their debt to the city before the city 
can sell the tax lien against their property. Thus 
the municipality practically extends credit for that 
period of time to such taxpayers as are unable to 
make their payments when due, or, who otherwise 
avail themselves of the full period of extension allowed 
by law. A municipality not having the funds with 
which to meet its expenditures while thus extending 
credit to the taxpayers, is compelled to seek loans 
from lenders against the future collection of the 
tax arrears. Yet its own credit which it has fur- 
nished indirectly to the taxpayer is founded, in the 
last analysis, upon the ability of the taxpayers to 
make prompt payments to the municipality. Its 
credit is weak if taxes are not paid promptly. Loans 
cannot be obtained by the municipality and tax ar- 
rears cannot be converted into cash. Neither taxpay- 
ers or the municipality are materially aided under 
this arrangement. Under this peculiar system, the 
municipality endeavors to finance the taxpayers from 
whom its own funds are supposed to be derived. 
Thereby the municipality becomes involved in a 
vicious circle. It is unable to convert its tax arrears 
into cash because of the weakness of its credit, and 
conversely, it suffers from a weakness of credit be- 
cause of its inability to convert its tax arrears into 
cash. 


Special Type of Credit Instrument and Credit 
Institution Proposed 


HE necessity for the extension of credit to tax- 

payers by municipalities would be eliminated, 
and the credit of the municipalities would be greatly 
strengthened if the taxpayers themselves were en- 
abled to borrow funds for the payment of their taxes 
from private sources. This may be accomplished (1) 
by the establishment of a new type of private credit 
institution for the accommodation of these taxpay- 
ers; and (2) by the creation of a new form of com- 
mercial or mortgage paper, indirectly founded upon 
the tax lien as it exists under the present law. 

For example, in New York City this proposal in- 
volves the establishment, for the benefit of the tax- 
payers of New York State, of one or more corporations 
to lend funds for tax payments, incorporated under 
the laws of the State and financed by private capital. 

The purpose of such a lending corporation will be 
limited by charter to the advancement of funds to 
property owners or parties having interest in prop- 
erty for delinquent and for current taxes. 

Normally loans may'be extended by this lending 
corporation to taxpayers for periods of twelve months. 
These loans may be made payable by means of 
twelve notes of equal amount maturing monthly. 
The lending corporation will be limited in its charges 
to 4 per cent interest per annum on the unpaid bal- 
ances and to a service charge of 2 per cent of the 
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amount of the loan. It is provided, however, that 
after default, the legal rate of 6 per cent may be 
charged on sums actually in default. 


On a year’s loan of $12,000 for tax arrearages 
payable in monthly installments the charges would 
amount to $260 in interest and $240 in service charges. 


On a year’s loan of $12,000 granted under the 
same terms for the payment of current taxes the 
charges for interest and service would total only 
$320, because the charges would be reduced by the 
4 per cent discount allowed by the city for advance 
payment of the second semi-annual installment of 
the tax. In this case the city would benefit by 
obtaining the full year’s taxes at the time the first 
installment is due. The taxpayer would benefit by 
actually spreading his payments over the entire year. 

To assure repayment of the loan extended by the 
lending corporation to the taxpayer, the corporation 
would receive an interest in the tax lien which the 
city is holding against the property. A very simple 
way of providing this security would be to empower 
the municipal corporation to accept payment from 
the lending corporation upon request from the tax- 
payer. The municipal corporation would be em- 
powered to ackowledge payment by means of a special 
receipt to be known as a “conditional tax receipt.” 

The essence of this “conditional tax receipt,” is 
that the tax lien remains in force until the “con- 
ditional tax receipt” is surrendered to the city tax 
collector for cancellation. Upon surrender and can- 
cellation of the “conditional tax receipt” the mu- 
nicipality will issue the final receipted tax bill, 
extinguishing the tax lien against the property for 
the amount and period covered in the cancelled 
“conditional tax receipt.” 

The default by the borrower to the lending cor- 
poration does not change the status of the tax lien 
in any way. 

The procedure now provided for by law for the 
sale of tax liens or properties for non-payment of 
taxes, shall in all cases remain unchanged as if the 
“conditional tax receipt” had not been issued. How- 
ever, a municipality availing itself of the plan shall 
hold no such sale in the case of taxes covered by a 
conditional receipt, before expiration of one year 
from date of the issuance of such conditional receipt 
nor later than three years from such date. For the 
purposes of this sale the existence of a “conditional 
tax receipt” outstanding against the property shall 
not be deemed payment of the taxes. 

Out of the proceeds of the tax lien sale, however, 
the municipal corporation is required to pay to the 
lending corporation, upon the surrender of the “con- 
ditional tax receipt,” the amount actually due to the 
lending corporation on its loan contract with the 
borrower. The municipality retains for its own uses 
any excess over that amount. 

The “conditional tax receipt” received from the 
municipality shall be deposited by the lending cor- 
poration with a banking institution as trustee. The 
trustee will collect for the account of the lending 
corporation the payments due on the loan contract 
and credit such payments on the “conditional tax 
receipt.” 
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The books of the lending corporation shall be sub- 
ject to examination by duly accredited auditors of 
any municipality which has issued “conditional tax 
receipts” to it. 

The municipal corporations are authorized to 
make further regulation for the protection of the 
taxpayers who may finance their tax bills through 
this plan. 


The Advantages of the New Plan 


HE paper created by the lending corporation 

will have great liquidity, security, and market- 
ability. It will have these qualities, (1) because of 
the regular monthly payments of the loans it rep- 
resents; (2) because its actual underlying security 
is an unliquidated tax lien, which is a claim prior 
to any existing or future mortgages; and (3) be- 
cause the loans it represents will constitute only 
2% to 5 per cent of the value of the property against 
which it is issued. 

The paper, is a first lien against real estate, there- 
fore it will be an eligible investment for savings 
banks, insurance companies and trust funds. When 
endorsed by the lending corporation it will be a 
desirable investment for commercial banks and also 
for dealers in bankers’ acceptances and commercial 
notes. 


Inasmuch as there is available now, as a result of 
the business depression, a great excess of cash in 
banks for credit expansion, and, inasmuch as the 
Federal Government is using every means at its 
disposal to induce the banks to make these reserves 
available for the extension of legitimate credits, there 
will be no difficulty in finding a market for such a 
well-secured paper as that created and issued by the 
lending corporation. The banks and other institu- 
tions should eagerly take up the taxpayers’ notes 
endorsed by the lending corporation with “condi- 
tional tax receipts” attached thereto. They should 
also liberally buy of the lending corporation’s direct 
obligations which will be secured by the taxpayers’ 
notes, (“conditional tax receipts” attached), and by 
the assets of the corporation. It is high time that 
a paper be offered to the market that would possess 
the security with which even the most discriminating 
investor would not be able to find fault. 


The appearance of this prime paper at this time 
would be especially propitious as it would convert 
a certain class of troublesome debts and inactive 
assets into live, circulating media. It would give 
employment to funds now lying idle in banks and 
direct their flow into the coffers of the municipalities 
where they may be used for public good. 


The plan proposed here would permit an almost 
complete elimination of delinquencies in the payment 
of taxes and would supply the municipality with 
nearly all the taxes at the time when they become 
due. The municipality would then be in an excellent 
position to demand a full payment of the tax inas- 
much as the taxpayer would have no legitimate ex- 
cuse for not paying his tax. He would always be 
in a position to obtain financing for his tax bill. The 
only exceptions would occur in those rare cases in 
which the amount of taxes and arrears closely ap- 
proached the market value of the property. 
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Manifestly, if the tax levies would be made suff- 
cient to cover the municipality’s expenditures and, 
if at the same time the tax collections of the munici- 
pality would be improved as envisaged by the plan 
originated by Mr. Orlove, the municipality’s credit 
would be greatly enhanced. The municipality would 
be able to borrow large amounts for capital outlays 
at low rates of interest, at a time when these outlays 
can be made advantageously and economically. This 
would help the revival of business. There would also 
be an incidental gain to the thousands of holders 
of municipal bonds, both to individuals and to in- 
stitutions, through the improved marketability and 
appreciation in the price of the municipality’s obli- 
gations. 

The taxpayer would gain through the convenience 
of monthly payments of his taxes, through the avoid- 
ance of the penalty of 10 per cent or more because 
of tax delinquency, by the fact that his tax debt 
has been funded, and by the fact that the conditional 
payment of his tax will generally be regarded by the 
mortgagees as a mere technical default. As long as 
the taxpayer promptly meets his payments to the 
lending corporation, thus automatically liquidating 
the taxes against his property, the mortgagee will 
be satisfied. 

To summarize, the benefits to the various parties 
would be as follows: 

1. TO THE MUNICIPALITY: 

(a) the immediate conversion of its frozen tax 
arrears into cash without any cost to it; 

(b) a considerably improved liquidity of its 
income; 

(c) an improvement in its credit standing. 

2. TO THE TAXPAYERS: 

(a) substitution of installment payments for 
payments in lump sums; 

(b) avoidance of the penalty ; 

(c) relative protection against foreclosure be- 
cause of tax default. 

3. TO THE MORTGAGEES: 

the orderly and easy liquidation by the 
property owner of a prior lien against the 
mortgages with the avoidance of heavy pen- 
alty accruals. 

4. TO THE HOLDERS OF MUNICIPAL OBLIGA- 
TIONS: 

the appreciation in the price of bonds and 

the improvement in their marketability. 
TO THE COUNTRY AT LARGE: 

the creation of a new credit investment 

and the utilization of a part of the unused 

credit resources of the country for a new 

and productive purpose. 


wn 


APPENDIX 
(A copy of the law) 
Laws of New York.—By Authority 
CHAPTER 596 


AN ACT to amend the tax law, in relation to the issuance of conditional 
tax receipts. Became a law May 16, 1934, with the approval of the 
Governor. 
present. 

The People of the State of New York, represented in Senate and 

Assembly, do enact as follows: 


Section 1. Chapter sixty-two of the laws of nineteen 
hundred nine, entitled “An act in relation to taxation, con- 


(Continued on page 170) 


Passed, on message of necessity, three-fifths being 















































































































































































































































































Jurisdiction of Federal Courts and 


Procedure in Such Tribunals 


By JoHN W. BEVERIDGE * 





HE Constitution of the United States provides 
that the judicial power of the Federal Govern- 
ment shall extend to certain enumerated cases,’ 

and it vests the judicial power of the United States 

“in one Supreme Court and in such inferior courts 

as the Congress may from time to time ordain and 

establish.2 The power “to constitute tribunals in- 

ferior to the Supreme Court” is granted by Article I, 

section 8. Pursuant to these clauses of the Constitu- 

tion, and in the exercise of other 
legislative powers,® Congress has cre- 
ated the district courts, the circuit 
courts of appeals, the Customs Court, 
the Court of Customs and Patent Ap- 
peals, and the Court of Claims. The 

Roard of Tax Appeals functions as a 

part of the Federal judicial system 

although, in strictness, it is not a 

court, but an administrative body. 

In this necessarily abridged sur- 
vey of the jurisdiction of Federal 
courts and of procedure in tax and 
other litigation within the jurisdic- 
tion of those courts, first considera- 
tion will be given to the types of 
cases in which the several courts 
have original jurisdiction. 


Original Jurisdiction 
Original Jurisdiction of the 
Supreme Court 
rP. HE Supreme Court is estab- 

lished by the Constitution and 
the cases in which it has original jur- 
isdiction are fixed by the Constitution. 
In all cases affecting ambassadors, other public minis- 
ters, and consuls, and those in which a state shall be a 
party, the Supreme Court shall have original jurisdiction.’ 
The fact that a state is a party to a suit does not 
alone give the Supreme Court original jurisdiction.’ 
The Supreme Court has original jurisdiction over 
cases to which a state is a party; first, when it arises 
under the Constitution, treaties or laws of the United 
States ; second, when it affects an ambassador, other 
public minister or consul; third, when the United 
States is a party; fourth, when it is between two or 
more states; fifth, when it is between a state and a 
citizen of another state; sixth, when it is between a 
state and foreign states, citizens or subjects. 
The Court has exclusive jurisdiction over all suits 
or proceedings against ambassadors or other public 
ministers, or their domestics or domestic servants 


that can be brought consistently with the principles 
of international law.° 


The original jurisdiction of the Supreme Court of 
all suits brought by ambassadors or other public 





* Attorney at Law, Houston, Texas. 
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ministers, or in which a consul or vice-consul is a 
party is not exclusive; nor does it have exclusive 
original jurisdiction of controversies between states 
and aliens.’ 


Jurisdiction of the Court of Claims 


HE Court of Claims has jurisdiction over all 
claims, except for pensions, founded upon the 
Constitution of the United States or any law of 
Congress, upon any regulation of 
an executive department, upon any 
contract, express or implied, with 
the Government of the United States, 
or for damages, liquidated or un- 
liquidated, in cases not sounding in 
tort, in respect of which claims the 
party would be entitled to redress 
against the United States either in 
a court of law, equity, or admiralty 
if the United States were suable.® 
Civil War claims are not included. 
The district courts have concur- 
rent jurisdiction of similar claims 
limited to those in which the amount 
involved is less than ten thousand 
dollars.® 





Jurisdiction of the District Courts 


The district courts are given ex- 
clusive original jurisdiction of the 
following cases :'° 


1. Of all crimes and offenses 
cognizable under the authority of 
the United States. 


2. Of all suits for penalties and forfeitures in- 
curred under the laws of the United States. 


3. Of all civil causes of admiralty and maritime 
jurisdiction, saving to suitors in all cases the right 
of a common law remedy where the common law is 
competent to give it, and to claimants for compensa- 
tion for injuries to or death of persons other than 
the master or members of the crew of a vessel, their 
rights and remedies under the workmen’s compensa- 
tion law of any state, district, territory, or possession 
of the United States. 


4. Of all seizures under the laws of the United 
States, on land or on water not within admiralty 





1 Article III, section 2. 

2 Article III, sections 1 and 2. 

3 Ex parte Bakelite Corporation, 279 U. S. 438. 

4 Constitution, Article [II, section 2, Clause 2. This sentence must 
be read in connection with the first paragraph in the section. 

5 Minnesota v. Hitchcock, 185 U. S. 373. 

628 USCA 341. 

7 Idem. 

§ 28 USCA 241-291. 

o_o States v. Skinner & Eddy Corp., 35 F. 2d 889 (9 C. C. A.) 
1929, 
28 USCA 371. The jurisdiction is exclusive of the courts of the 
several states. 
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and maritime jurisdiction; of all prizes brought into 
the United States; and of all proceedings for the 
condemnation of property taken as prize. 


5. Of all cases arising under the patent right, or 
copyright laws of the United States. 


6. Of all matters and proceedings in bankruptcy. 


7. Of all controversies of a civil nature, where a 
state is a party except between a state and its citi- 


zens, or between a state and citizens of other states, 
or aliens. 


8. Of all suits and proceedings against ambas- 
sadors, or other public ministers, or their domestics, 


or domestic servants, or against consuls or vice- 
consuls. 


The district courts have concurrent jurisdiction 
with the courts of the several states in those cases 
enumerated in Section 24 of the Judicial Code." 

The greatest number of cases arises under the first 
sentence which reads: 

The district courts shall have original jurisdiction as 
follows: First. Of all suits of a civil nature at common law 
or in equity, brought by the United States, or by any off- 
cer thereof authorized by law to sue, or between citizens 
of the same state claiming lands under grants from dif- 
ferent states; or, where the matter in controversy exceeds, 
exclusive of interest and costs, the sum of Three Thousand 
Dollars, and (a) arises under the Constitution or laws of 
the United States, or treaties made, or which shall be 
made, under their authority, or (b) is between citizens of 
different states, or (c) is between citizens of a state and 
foreign states, citizens or subjects. 

The act clearly shows that when jurisdiction de- 
pends upon the existence of a Federal question or 
diversity of citizenship the amount in controversy 
is material. Interest and costs are not included in 
arriving at the requisite $3,000, but agreed attorney’s 
fees are included.” In actions for unliquidated dam- 
ages, the amount in controversy is that claimed by 
the plaintiff, not the amount which he recovers." 
The existence of a Federal question must appear 
in the bill of complaint or petition." 


Cases arising under the laws of the United States 
are numerous, but cases under treaties are infre- 
quent. Many cases arise under those articles of the 
Constitution which prohibit a state from impairing 
the obligation of a valid contract, from depriving 
a citizen of the United States of life, liberty, or 
property without due process of law, and denying 
one the equal protection of the law. 

Diversity of citizenship does not exist unless every 
plaintiff is a citizen of a different state from that of 
any defendant.” A large percentage of cases tried 
in the Federal courts are those in which diversity 
of citizenship exists because of the fact that one 
of the parties is a foreign corporation, the amount 
in controversy being more than $3,000. The courts 
do not hold that a corporation is a citizen, but they 
do hold that a corporation may be a party to a suit 





128 USCA 41. 

12 Nathan v. Rock Springs Distilling Co., 10 F. 2d 268. 

13 See Wiley v. Sinkler, 179 U. S. 58; Barry v. Edmunds, 116 U. S. 
550; Scott v. Donald, 165 U. S. 58. 

4 Starin v. New York, 1s U.S. 26%, “TE . . it appears that 
some title, right, privilege or immunity, on which the recovery depends, 
will be defeated by one construction of the Constitution or a law of the 
United States, or sustained by the opposite construction the case will 
be one arising under the Constitution or laws of the United States, 


within the meaning of that term as used in the Act of 1875; otherwise, 
not. 


15 Strawbridge v. Curtiss, 3 Cranch 267. 
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in the Federal courts. The suit is regarded as a 
proceeding by or against the stockholders and it is 
presumed conclusively that all of them are citizens 
of the state under whose laws the corporation was 
organized.*® But as to joint stock companies and 
limited partnerships, the record must show the citi- 
zenship of the members of the company.” 


Prospective litigants who desire to sue in the 
Federal courts are sometimes tempted to make as- 
signments to acquire diversity of citizenship. Section 
24 of the Judicial Code provides that the assignee 
of a promissory note or other chose in action may 
not sue in the Federal court unless his assignor 
could have sued.** An instrument payable to bearer 
and made by a corporation’ and foreign bills of 
exchange are excepted. The act is limited to choses 
in action based on contracts.”° Where there are sev- 
eral assignments, the plaintiff’s right to sue in the 
federal court is governed by the right of the original 
payee and the immediate assignor of the plaintiff.”* 
Mesne assignors and endorsers are disregarded. 


If there is a Federal question, there is, of course, 
no need to invoke jurisdiction on the ground of di- 
versity of citizenship and in such cases any assign- 
ment of the cause of action is of no jurisdictional 
importance.”? 


The other subdivisions of Section 24 relate to 
many kinds of cases, the more common of them 
being the following: admiralty, criminal, internal 
revenue, revenue from imports or tonnage, postal, 
patent, copyright and trade mark, commerce, na- 
tional banks, bankruptcy, monopolies and restraints 
of trade. 


Certain suits in state courts may be removed to 
a district court.” 


1. Any civil suit, at law or in equity, arising under 
the Constitution, laws or treaties of the United States 
in which the matter in controversy exceeds, exclu- 
sive of interest and costs, $3,000.** 


2. Any other civil suit, at law or in equity, in 
which the matter in controversy, exclusive of in- 
terest and costs, exceeds $3,000 and all defendants 
are non-residents of the state and each is of different 
citizenship from that of any plaintiff. 


3. If in any suit mentioned in the first two groups 
there is a separable controversy which is wholly 
between citizens of different states and which can 
be fully determined as between them, then one or 
more of the defendants actually interested in the 
separable controversy may remove the suit to a dis- 
trict court.” 


4. In suits in which there is a controversy be- 
tween a citizen of the state in which the suit is 


16 Muller v. Dows, 94 U. S. 444, 445; Thomas v. Board of Trustees, 
195 U. S. 207. See Miss. Pac. Ry. Co. v. Castle, 224 i, 541, for the 
rule where the corporation is organized in more than one poten 

17 Brown v. United States, 276 U. S. 134; Ex parte Edelstein, 30 Fed. 
2d 636. 

1% 28 USCA 41(1). The time suit is instituted, not the time when 
the assi — was made, is material. Emsheimer v. New Orleans, 
186 U. 

19 New a v. Quinlan, 173 U. S. 191. 

2 Brown v. Fletcher, 235 U. S. 589, 598; Deshler v. Dodge, 16 
Howard 622; Massey-Harris Harvester Co. v. Freeze, 37 F. 2d 235. 

21 Farr v. Hobe Peters Land Co., 188 Fed. 10. 

22 Sowell v. Federal Reserve Bank of Dallas, 294 Fed. 798. 

23 For removal procedure, see 28 U. S. C. A. 72. 

% 28 USCA 71. 

% Idem. 

28 Idem. 
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brought, and a citizen of another state, any non- 
resident defendant may remove the suit into a dis- 
trict court when it appears that from prejudice or 
local influence he will’ not be able to obtain justice 
in the state court.” 

5. Suits between citizens of the same state claim- 
ing land under grants of different states when the 
matter in dispute exceeds the value of $3,000 ex- 
clusive of interest and costs. In these cases one or 
more of the defendants or plaintiffs may remove the 
cause.** 

6. Any civil suit or criminal prosecution against 
any person who is denied equal civil rights of citi- 
zens of the United States may be removed upon 
the petition of such defendant.*® 


7. Any civil suit or criminal prosecution against 
a revenue officer of the United States, any officer 
of the courts of the United States, or any officer of 
either house of Congress on account of any act done 
by virtue or color of his office, may be removed by 
the defendant.®° 


8. A personal action by an alien against any citi- 
zen of a state who is a civil officer of the United 
States and a non-resident of the state where suit 
is brought may be removed by the defendant.** 

No case under the Federal Employer’s Liability 
Act is removable,**? although such cases may be 
brought in the district court in the first instance. 


Jurisdiction of the Three Judge Court 

ECTION 266 of the Judicial Code of the United 

States ** provides, in brief, that an application 
for an interlocutory injunction restraining the en- 
forcement of a state statute or an order of a state 
administrative board or commission upon the ground 
of the unconstitutionality of the statute must be 
heard and determined by a court of three judges. 
\ direct appeal to the Supreme Court may be taken 
from the final decree granting or denying a perma- 
nent injunction in such suit. 

Only cases of special importance to the public, in 
which the enforcement of a state statute or order of 
an administrative board or commission is sought to 
be enjoined are heard before the three judge court.** 
The attack may be upon the order or the statute, or 
both.® An abuse of power by the defendants or 
the doing of acts not authorized by statute is not 
sufficient.*“° To come within the terms of Section 
266 the injunction must be demanded upon the grounds 
of the unconstitutionality of the order or statute, not 
to restrain only something that the statute does not 
allow.*? But the fact that the court places its final 
decision upon grounds not involving the constitu- 
tional questions presented does not affect the juris- 
diction of the court.** 

Section 266 does not restrict the right of a single 
district judge to grant a temporary restraining order 


3. 
4. 
6 


NINN 


, 77. 
#98 USCA 71. 
% 28 USCA 380. 

4% Ex parte Collins, 277 U. S. 566. 


85 Oklahoma Natural Ge s Co. v. Russell, 261 U. S. 290; Herkness v. 


Irion, 278 U. S. 92. 
% Ross v. Goodwin, 40 F. 2d 532. 
% Ex parte Hobbs, 280 U. S. 168. 
3 MacMillan et al. v. Railroad Commission of Texas, 51 F. 2d 400. 
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pending the hearing upon the interlocutory injunc- 
tion, but his authority to act is limited to this, and 
upon making such an order it is his duty to call 
immediately two other judges to assist him in hear- 
ing and determining the application for the inter- 
locutory and permanent injunction.*® He has no 
power sitting alone to dismiss the bill on the merits. 
The initial question of jurisdiction, however, does 
not have to be passed upon by three judges.*° No 
tice of the application for a temporary restraining 
order must be given the opposite party unless it 
clearly appears from specific facts shown by affidavit 
or by the verified bill that immediate and irreparable 
loss will result to the applicant before notice can 
be served and a hearing had.*? 


Any proceedings brought in state courts subse- 
quent to the issuance of a temporary restraining or- 
der in the Federal court do not affect the power or 
duty of the Federal court to proceed to a final deter- 
mination of the application for an interlocutory in- 
junction.*? There must be a stay in the state court 
of the very statutes or orders attacked in the Federal 
court in order to stay the proceedings in the Federal 
court. 


It is apparent that the application for an interlocu- 
tory injunction is an essential ** and that the applica- 
tion must be pressed to hearing.*® If an interlocutory 
injunction is not sought, a single judge may hear 
and determine the suit and an appeal from the final 
decree will be to the circuit court of appeals. No 
preliminary injunction may be issued without notice 
to the opposite party ;*° and the hearing upon mo- 
tions for preliminary injunctions are usually upon 
affidavits. 

The granting of an interlocutory injunction in- 
volves the exercise of a sound judicial discretion. 

That discretion can be exercised only upon a determina- 
tion, in the light of the issues and of the facts presented, 
whether the complainant has made or failed to make, such 
a showing of the gravity of his complaint as to warrant 
interlocutory relief. Thus if the issue is confiscation, the 
complainant must make a factual showing of the probable 
confiscatory effect of the statute or order with such clarity 
and persuasiveness as to demonstrate the propriety in the 
interest of justice, and in order to prevent irreparable in- 
jury, of restraining the state’s action upon hearing upon 
the merits can be had.“ 

Equity Rule 70% requires that the three judge 
court shall find the facts specially and state sepa- 
rately its conclusions of law thereon; and its find- 
ings and conclusions shall be entered of record, and, 
if an appeal is taken from the decree, shall be 





3% Ex parte Metropolitan Water Co., 220 U. S. 539; Ex parte North- 
ern Pacific Railway Co. et al., 280 U. S. 144. 

4© Ex parte Poresky, 290 U. S. 30. 

4128 USCA 381. Equity Rule 73. 

42 Union Light, Heat and Power Co. v. Railroad Com., 17 F. 2d 400. 

43 Dawson v. Kentucky Distilleries Co., 255 U. S. 288; Columbia Ry. 
Gas and Electric Co. v. Blease, 42 F. 2d 463. 

“ Henrietta Mills Company v. Rutherford County, 26 F. 2d 799. 

*% Stratton v. St. Louis Southwestern Ry. Co., 282 U. S. 12; Inde- 
pendent Gin and Warehouse Co. et al. v. Dunwoody et al., 40 F. 2d 1. 

4# 28 USCA 381. Equity Rule 73. 

* Public Service Commission v. Wisconsin Telephone Co., 77. L. ed. 
670. “The sole question raised is whether the bill of complaint and 
supporting affidavits in view of the rebutting affidavits filed by appellees, 
made so clear a case’ of unreasonable, arbitrary or confiscatory action 
on the part, of the corporation commission as to call for an interlocutory 
injunction.” Phoenix Ry. Co. v. Geary, 239 U. S. 277. ‘Where the 
questions presented by an application for an interlocutory injunction 
are grave and the injury to the moving party will be certain and 
irreparable if the application be denied and the final decree be in his 
favor, while if the injunction be granted the injury to the opposing 
party even if the final decree be in his favor, will be inconsiderable, 
or may be adequately indemnified by, a bond, the injunction usually 
will be granted.”’ Ohio Oil Co. v. E. . Conway, 279 U.S. 813. 
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included by the clerk in the record which is certified 
to the appellate court under Rules 75 and 76. The 
terms of Rule 70% apply to decisions upon final 
hearings and do not embrace decisions upon inter- 
locutory applications. 

But the duty of the court in dealing with interlocutory 
applications, to which this court had previously directed 
attention, was not altered by the adoption of that rule. . . . 
While it is always desirable that an appellate court should 
be adequately advised of the basis of the determination of 
the court below, we have pointed out that it is particularly 
important that this basis should appear when the decree 
enjoins the enforcement of a state law or the action of 
state officials under that law.* 

It is clear that the remedy for the refusal of a 
district judge to assemble a three judge court is a 
petition for mandamus addressed to the Supreme 
Court :*° and the Court “has been alert and ready to 
define, and when, need be, to protect, rights arising 
under Section 266.” °° 


If a single judge acts when a court of three judges 
should have been convened and was not, no appeal 
lies to the Supreme Court or to the circuit court of 
appeals.* As there is no remedy by appeal, the 
Supreme Court may issue a writ of mandamus to 
vacate the order or decree entered by the district 
judge and direct him to call to his aid two other 
judges for the hearing and determination of the ap- 
plication for an interlocutory injunction.® If three 
judges act in a case to which Section 266 is not prop- 
erly applicable, an appeal will lie to the circuit court 
of appeals from the final decree of the three judge 
court, but there is no right to a direct review by 
the Supreme Court. In the first situation, appeal 
to the circuit court of appeals and application for 
mandamus to the Supreme Court offers the only 
safe course, and in the second situation, an appeal 
to both courts must be taken. 


Appellate Jurisdiction of Federal Courts 


Jurisdiction of Circuit Courts of Appeals to Review 
Judgments and Decrees of District Courts 


HE circuit courts of appeals have appellate ju- 

risdiction to review by appeal all final decisions of 
the district courts.®* This is not true, of course, as 
to those cases in which there may be a direct appeal 
from the district court to the Supreme Court.* 


Certain interlocutory orders or decrees as to in- 
junctions or receivers may also be reviewed. Where 
an injunction is granted, continued, modified, refused 
or dissolved by an interlocutory order or decree, 
an appeal may be taken from such interlocutory 
order to the circuit court of appeals. An appeal may 
also be had if an application to dissolve or modify 
an injunction is refused, or if an interlocutory order 
is made appointing a receiver, or refusing to wind 
up a pending receivership or to take the appropriate 
steps to accomplish the purposes thereof, such as 
directing a sale or other disposal of property held 





48 Public Service Commission v. Wisconsin Telephone Co., 289 U. S. 67. 
#28 USCA 342. Ex pate Metropolitan Water Co., 220 U. S. 539. 
Ex parte Collins, 277 U. S. 565. x a% Willams, 277 U. S., 267. 
a parte Northern Pac. Ry. Co., 280 U. S. 144; Re Bruder, 271 vw. & 


<n in the Supreme Court since the Judiciary Act of 1925, 
Vol. XLVI Harvard Law Review, page 91, at 96. 

51 Stratton v. St. Louis Southwestern Ry. Co., 282 U. S. 12. 

52 Tdem. 

8328 USCA 225. 

% 28 USCA 345. 
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thereunder. In these cases the appeal must be ap- 
plied for within thirty days of the entry of the order 
or decree. They take precedence in the appellate 
court, and the proceedings in the district court are 
not stayed unless an order to that effect is entered. 
An additional bond may be required by the district 
court as a condition of the appeal.*® 


The circuit courts of appeals have no power to re- 
view by certiorari except in certain extraordinary 
situations. They have power to issue all writs not 
specifically provided for by statute which may be 
necessary for the exercise of their jurisdiction, agree- 
able to the usages and principles of law.*® Where 
the circumstances imperatively demand that the 
writ of certiorari be allowed to correct excesses of 
jurisdiction and to further justice it is proper to issue 
it as at common law.” 


The most common use of certiorari in the circuit 
court of appeals is for diminution of the record, that 
is, as a method of correcting errors and omissions in 
the record of a case already before the court.** 


Jurisdiction of the Supreme Court to Review 
Judgments and Decrees of the Circuit 
Courts of Appeals 
ECISIONS of the circuit courts of appeals are 
final and no litigant can demand a review by 
appeal. The only exceptions to this statement are 
those cases in which the validity of a statute of any 
state is drawn in question on the ground that it is 
repugnant to the Constitution, treaties, or laws of 
the United States. If the decision is against the 
validity, the party relying on the state statute may 
then take the case to the Supreme Court on appeal. 
If the party entitled to appeal does not elect to 
appeal he may use certiorari; and the opposing 
party, the one not relying on the statute, may use 
certiorari. If the party relying on the state statute 
uses appeal he cannot use certiorari.*® 
However, in any case, civil or criminal, the Su- 
preme Court, upon the petition of any party thereto, 
whether government or other litigant, may require by 
certiorari that the cause be certified to it for deter- 
mination either before or after a judgment or decree 
by the lower court.® 


If an order is entered by the Interstate Commerce 
Commission, the Federal Reserve Board, or the Fed- 
eral Trade Commission, directing that a person cease 
a violation of the law, and the order is not obeyed, 
the Commission or Board may apply to a circuit 
court of appeals for the enforcement of the order and 
file a transcript of the entire record and proceedings 
held before the Board or Commission. The circuit 
court of appeals then has power to make a decree 
affirming, modifying, or setting aside the order of 
the Commission or Board. This order of the circuit 
court of appeals may be reviewed by the Supreme 
Court by certiorari.™ 


The statutes providing for the reference of rail- 
road disputes to a board of arbitration provide that 


55 28 USCA eg (b), 28 USCA 227. 

5 28 USCA 3 

57 28 berbichi af Hughes Electric Company, 294 Fed. 802, (8 C. C. A.) 
1923. 

38 Morgan v. oe ge 19 Howard 8 (1856). 

59 28 USCA 347 (b). 

© 28 USCA 347 (a). 

6128 USCA 348. 15 USCA 21, 45. 
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the decision or award of the board is to be filed with 
the district clerk. Within ten days of the date of 
filing the award an appeal can be made to the circuit 
court of appeals on questions of law. From the de- 
termination of the circuit court of appeals certiorari 
may be had to the Supreme Court.* 


Jurisdiction of the Supreme Court to Review Judg- 
ments and Decrees of the District Courts 


N any suit in equity brought in the district courts 

under the laws relating to monopolies and com- 
binations in restraint of trade wherein the United 
States is the complainant, a direct review may be 
had by the Suprerhe Court of a final decree. The 
appeal must be taken within sixty days from the 
date of the entry of the decree.™ 


A direct review may be had in the Supreme Court 
in all criminal cases from a decision sustaining a 
demurrer to an indictment where the decision is 
based upon the invalidity or construction of the 
statute upon which the indictment is founded; and 
from a decision arresting a judgment of conviction 
for insufficiency of the indictment where such de- 
cision is based upon the invalidity or construction 
of the statute upon which the indictment is founded. 
Likewise a review may be had from a decision or 
judgment sustaining a special plea in bar, when the 
defendant has not been put in jeopardy. 


The appeal must be taken within thirty days after 
the decision is rendered. No appeal will be allowed 
by the United States in any case where there has 
been a verdict in favor of the defendant. An appeal 
is allowed only in those cases in which the decision 
of the district court is adverse to the United States.“ 


An appeal may be taken direct to the Supreme 
Court from an order granting or denying an inter- 
locutory injunction in a suit to restrain the enforce- 
ment of a state statute by restraining the action of 
an officer of the state in the execution of the statute 
or in the enforcement of an order made by an ad- 
ministrative commission acting under the statutes 
of the state upon the ground of the unconstitutionality 
of the statute. 


A direct appeal may also be taken to the Supreme 
Court from the final decree granting or denying a 
permanent injunction in such suit.® 


In proceedings to restrain the enforcement or 
setting aside of any order made by the Interstate 
Commerce Commission an appeal may be made di- 
rectly to the Supreme Court from an order granting 
or denying an interlocutory injunction. The appeal 
must be made within thirty days after the order is 
granted or refused. An appeal may also be made 
within the same time from a final order in any such 
suit.® 

A direct review may be had in the Supreme Court 
of a final judgment or decree of a district court in 
cases for the enforcement of any order of the Inter- 
state Commerce Commission. This does not apply 
to orders of the Commission requiring the payment 
of money nor does it apply to cases looking toward 





6228 USCA 348. 45 USCA 117-121, 159. 
6328 USCA 345; 15 USCA 1-7, 28, 29. 
* 28 USCA 345; 18 USCA 682. 

% 28 USCA 345, 380. 

% 28 USCA 345, 47. 
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the enforcement of the order by adjudication and 
collection of a forfeiture or penalty, or by the in- 
fliction of criminal punishment. 

In suits brought to enjoin, set aside, annul, or sus- 
pend in whole or in part any order of the Interstate 
Commerce Commission, a, direct review by the Su- 
preme Court may be had of the final judgment or 
decree of the district court. 

In the cases mentioned in the last two paragraphs 
the appeal must be taken within sixty days after the 
entry of the final judgment or decree, and the pro- 
cedure is the same as in equity cases. The notice 
required is to be served upon the defendants in the 
case and upon the attorney general of the state. The 
district court may direct the original record instead 
of the transcript thereof to be transmitted on appeal. 

The Packers and Stockyards Act makes applicable 
to its enforcement the same procedure that is pro- 
vided in all laws relating to the suspending or re- 
straining the enforcement, operation or execution of, 
or the setting aside in whole or in part of the orders 
of the Interstate Commerce Commission. The right 
to direct appeal to the Supreme Court is the same 
in both classes of cases.*® 


Jurisdiction of the Supreme Court to Review 
Judgments and Decrees of a State Court 
of Last Resort 


HE Supreme Court has appellate jurisdiction 

over final judgments or decrees in any suit in 
the highest court of a state in which the validity of a 
treaty or statute of the United States is questioned 
and the decision is that the treaty or statute is in- 
valid; or in which the validity of a statute of any 
state is questioned on the ground that it is repugnant 
to the Constitution, treaties, or laws of the United 
States and the decision is that the state statute is 
valid. In the cases mentioned in this paragraph an 
appeal or a writ of certiorari is the proper mode of 
review.”° 

The Supreme Court has power by certiorari to 
require that there be certified to it for review and 
determination any case wherein a final judgment has 
been rendered by the highest court of a state in 
which the validity of a statute or treaty of the United 
States is questioned; or in which the validity of a 
statute of any state is questioned on the ground of 
its being repugnant to the Constitution, treaties or 
laws of the United States; or in which any right, 
title, privilege or immunity is specially set up 
or claimed by either party under the Constitution, or 
any treaty or statute of, or commission held, or 
authority exercised under, the United States. The 
power to review under this paragraph exists no mat- 
ter whether the Federal claim is allowed or denied, 
and certiorari is the only method of review.” 

The expression, “highest court of a state,” means 
the highest state court in which the case could be 
decided, that is, the court of last resort. 

The above statements apply to civil and criminal 
actions,”? to habeas corpus proceedings,” to manda- 





8 28 USCA 345, 47a, 44(a). 

68 28 USCA 345, 47a, 44(b). 

® 28 USCA 345. 7 USCA 217. Stafford v. Wallace, 258 U. S. 495. 
728 USCA 344 (a). 

7128 USCA 344(b). 

72 Twitchell v. Philadelphia, 7 Wall. 321 (1868). 
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mus proceedings,”* and to proceedings for a writ of 
prohibition.”° 


Jurisdiction of the Court of Customs and 
Patent Appeals 


HE Court of Customs and Patent Appeals has 

exclusive jurisdiction to review by appeal final 
decisions of the United States Customs Court. Cer- 
tain cases may be brought to the Supreme Court 
by certiorari. 

The jurisdiction of the Court of Appeals of the 
District of Columbia in respect of appeals from the 
Patent Office in patent and trade mark cases is vested 
in the United States Court of Customs and Patent 
Appeals.”® 


Jurisdiction of the Supreme Court and Circuit Courts 
of Appeals to Review Habeas Corpus 
Proceedings 


HE provisions of 28 USCA 347 apply to habeas 

corpus proceedings, and certiorari may be applied 
for or an appeal had to the Supreme Court when 
the proceedings come within the terms of that sec- 
tion.”? 

The final order in a proceeding in habeas corpus 
in a district court or before a district judge or a 
circuit judge is subject to review on appeal by the 
circuit court of appeals of the circuit wherein the 
proceeding was held.”® 

If the detention complained of is by virtue of 
process issued out of a state court there can be no 
appeal to the circuit court of appeals from a final 
decision of a court of the United States unless the 
United States court by which the final decision was 
rendered, or a judge of the circuit court of appeals, 
certifies that probable cause exists for an appeal.”® 

Application for appeals in these proceedings must 
be made within three months after the entry of the 
judgment.®° The custody of prisoners pending a re- 
view is governed by the Supreme Court Rules.*? 


Jurisdiction of the Supreme Court and of the Circuit 
Courts of Appeals to Review Cases in Bankruptcy 
—Procedure on Appeal 


BANKRUPTCY case may be brought from a 
circuit court of appeals to the Supreme Court 


by writ of certiorari if it comes within the terms of 
2 USCA 37™ 


The circuit courts of appeals have jurisdiction in 
equity, either interlocutory or final, to superintend 
and revise in matter of law the proceedings of the 
inferior courts of bankruptcy. The method is by 
appeal as in equity cases, and the appeal must be 
taken within thirty days after the order or other 
matter complained of has been rendered or entered.** 
The allowance of the appeal is within the discretion 
of the appellate court.* 





74 Hartman v. Greenhow, 102 U. S. 672 (1880). 
— v. City Council of Charleston, 27 U. S. (2 Peters) 449, 464 
% 28 USCA 301-312. 
728 USCA 347, 463. 
*® 28 USCA 463. 
7 28 USCA 466. 
8 28 USCA 465, 230. 
8128 USCA _ Rule 42. 
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88328 USCA 225 (c). 
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Appeals as in equity cases may be taken in bank- 
ruptcy proceedings from the courts of bankruptcy to 
the circuit courts of appeals from a judgment adjudg- 
ing or refusing to adjudge the defendant a bankrupt, 
from a judgment granting or denying a discharge, 
and from a judgment allowing or rejecting a debt 
or claim of five hundred dollars or over. Appeals 
in these cases must be taken within thirty days 
after the judgment appealed from has been rendered.*° 
The review may extend to matters of fact as well 
as of law.*® It is not necessary to have the appeal 
allowed by the appellate court.*’ 

A distinction is made between “controversies aris- 
ing in bankruptcy proceedings” and “proceedings in 
bankruptcy.” The Supreme Court and the circuit 
courts of appeals have appellate jurisdiction of con- 
troversies arising in bankruptcy proceedings from 
the courts of bankruptcy from which they have 
appellate jurisdiction in other cases.** Controversies 
arising in bankruptcy proceedings are independent 
or plenary suits which concern the bankrupt’s estate 
and arise by intervention or otherwise between the 
trustee representing the bankrupt’s estate and claim- 
ants representing some right or interest adverse to 
the bankrupi or his general creditors. Proceedings 
in bankruptcy include administrative orders and de- 
crees in the ordinary course of bankruptcy between 
the filing of the petition and the final settlement of 
the estate.*® 

In “controversies arising in bankruptcy proceed- 
ings” the appeal is a matter of right and does not 
have to be allowed by the appellate court.®° 

The practice and requirements upon appeals in 
bankruptcy cases are substantially the same as in 
other cases.** A bond is required of all appellants 
except the trustee.** An assignment of errors is 
necessary ;* but a bill of exceptions has no function 
and serves no purpose. Usually counsel file an 
agreement as to what the record shall contain; but 
when they cannot agree, the appellant may file a 
praecipe with the clerk indicating the records which 
in his judgment are necessary to be certified on ap- 
peal.° Where questions of fact are sought to be 
reviewed the evidence must be included in the rec- 
ord.®* If the record does not contain all the evi- 
dence, a motion to include additional matter will be 
granted.” 


Jurisdiction of Proceedings Relating to 
Internal Revenue Taxes 


Petition to Board of Tax Appeals 


AX returns are audited either in the collector’s 
_ office or forwarded to the Bureau at Washington 


% 11 USCA 48 (a). 

8% 11 USCA 47 (b). 
8711 USCA 47 ig 
(2a). G7 C.. €. Sth, 
811 USCA 47 ta), 

8 In re Breyer Printing Co., 


4° a. Bank Weatherford v. Holliday, 47 F. 
31). 


216 Fed. 878 (C. C. A. 7th, 1914). 


Childs v. Ultramares Corp., 40 F. (2d) 474 (C. C. A. 2d 1930). Taylor 
v. Voss, 271 U. S. 176 (1926). 

% Nixon v. Michaels, 38 F. (2d) 420 (C. C. A. 8th, 1930). In re 
Times Square Auto Supply Co., 47 F. (2d) 210 (C. C. A. 2a, f). 


% Cook Inlet Coal Fields Co. v. Caldwell, 147 Fed. 475 (C, C. A. 4th, 
1906). First Natl. Bank of Phila. v. Abbott, 165 Fed. 852 . A. 8th, 
1908). 
11 USCA 48 (b). 

% In re Federal Contracting Co., 212 ag 693 (C. A. 7th, 1914). 

% Dodge v. Norlin, 133 Fed. 363 cc. A. 8th, a00). 

%In re A. L. Robertshaw Mfg. Co., 935 Fed. 220 (D. C. E. D. Pa. 
1905 

96 bvintioms Bros. Savage, 120 Fed. 497 (C. C. A. 3 1903). 

% Herman Keck Mio. Co. v. Lorsch, 179 Fed. 485 (C. C. A. 6th, 1910). 
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for audit, depending upon the nature of the tax and 
the amount involved. If an audit shows a deficiency, 
notice is forwarded to the taxpayer and he is in- 
formed that he may frle a protest with the Intérnal 
Revenue Agent within a given time, usually thirty 
days. A meeting with the agent in charge may be 
had. If the protest is rejected by the agent, or if 
the time expires without a protest being filed, the 
case is forwarded to the Commissioner. If he agrees 
with the findings of the agent, the taxpayer is noti- 
fied by another letter giving him thirty, twenty, or 
ten days in which to request a hearing before the 
Income Tax Unit in Washington. Extensions of 
time are granted in appropriate cases. If after a 
hearing before the Bureau, the Commissioner is still 
of the opinion that the deficiency should be assessed, 
and the taxes involved are income, estate, profits or 
gift taxes, a deficiency letter will be mailed to the 
taxpayer advising him that within ninety days he 
may appeal to the Board of Tax Appeals from the 
determination of the deficiency. 

If the taxpayer does not agree with the determina- 
tion of the Commissioner, he may refuse to pay 
the tax and appeal to the Board.** The appeal to 
the Board is perfected by the filing of a petition 
for a redetermination of the deficiency. The peti- 
tion must be filed with the Board within ninety days 
after the mailing of notice of disallowance of the 
claim. If the decision of the Board is against the 
Commissioner, he cannot make an assessment or col- 
lect the tax by distraint or court proceedings with 
or without assessment, and no deficiency assessment, 
distraint or court proceedings may be made until the 
expiration of the ninety day period for appeal to the 
Board, or, if a petition has been filed, until the de- 
cision of the Board has become final. If the tax- 
payer elects to appeal to the Board, he cannot alter 
his course of procedure, pay the tax and sue for its 
recovery. 

The Board may consider deficiencies beyond those 
shown in the Commissioner’s notice if the Commis- 
sioner claims additional deficiencies at or before the 
hearing. The Board may determine that the tax- 
payer does not owe the tax or that he overpaid it. 
If it determines that there has been an overpayment 
in respect to the taxable year for which the Com- 
missioner determined the deficiency, the Board may 
determine the amount of the overpayment which 
shall be credited or refunded to the taxpayer when 
the decision of the Board becomes final. But this 
applies only to overpayments which the Board deter- 
mines as a part of its decision were made within three 
years before the filing of the claim or the filing of 
the petition, whichever is earlier.® 

The Commissioner or the taxpayer may secure a 
review of the Board’s decision in the Circuit Court 
of Appeals or in the Court of Appeals of the District 
of Columbia.*° The Commissioner and the taxpayer 
may by stipulation in writing agree to a review by 
any circuit court of appeals or by the Court of Appeals 
of the District of Columbia; or the decision of the 
Board may be reviewed by the circuit court of ap- 
peals for the circuit in which the collector’s office 


8 Revenue act of 1934, section 272. 
® Revenue act of 1934, section 322. 
10 Revenue act of 1926, section 1001. 
101 Revenue act of 1934, section 519. 
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to which the return was made is located.1% The ap- 
pellate courts have adopted special rules for such 
proceedings, copies of which may be readily secured 
from the court clerks. 

The petition for review must be filed within three 
months after the decision of the Board is rendered.’ 
If a petition for rehearing has been filed before the 
Board, it operates to extend the time for filing a 
petition for review.** The review does not operate 
as a Stay of assessment or collection of any portion 
of the deficiency determined by the Board unless a 
bond approved by the Board is filed. The bond 
must be filed prior to or at the time of the filing of 
the petition for review. If no bond has been filed 
and assessment and collection have not been stayed, 
and the decision of the court is in favor of the tax- 
payer, a refund is made or credit allowed at once.*% 

Circuit courts of appeals have jurisdiction to 
review only errors of iaw in decisions of the Board. 
The Board of Tax Appeals is judicially regarded as 
an administrative body and not a court. Its findings 
of fact are treated by the circuit court of appeals as 
final if there is any evidence to support them.’ 

The judgment of a circuit court of appeals or of 
the Court of Appeals of the District of Columbia is 
final and they have exclusive jurisdiction to review 
the decision of the Board.’ They have power to af- 
firm, to modify, or to reverse the decision of the 
Board, with or without remanding the case for a 
rehearing. However, the Supreme Court may re- 
view the decision of a circuit court of appeals upon 
certiorari under Section 240 of the Judicial Code, 
and it will answer certified questions presented to it 
in accordance with Section 239 of the Judicial Code. 

When the taxpayer has exhausted all of his remedies 
for a redetermination of a deficiency, the Commis- 
sioner is authorized to assess the tax. Assessment 
of an additional tax is made when the Commissioner 
signs the monthly assessment list which is forwarded 
to the collector. The taxpayer is then notified of 
the assessment by the local collector. If any person 
neglects or refuses to pay any tax within ten days 
after notice and demand, it may be collected by dis- 
traint and sale.’ 

The times at which the decisions of the Board of 
Tax Appeals become final are set out in detail in 
Section 1005 of the Revenue Act of 1926. 


Suits by the Taxpayer Against the United States 


F the taxpayer does not care to appeal to the 

Board of Tax Appeals, he may pay the tax and 
bring suit for its recovery. The Revenue Act of 
1932%° provides that no suit or proceeding shall be 
maintained in any court for the recovery of any 
internal revenue tax alleged to have been erroneously 
or illegally assessed or collected, . . . until a claim 
for refund or credit has been duly filed with the 
Commissioner of Internal Revenue. The suit may 





102 Revenue act of 1932, section 1101. L Tee 

108 Griffith v. Commissioner, 50 F. 2d 782; Helvering v. Continental 
Oil Company, 68 F. 2d 750. 

104 Revenue act of 1928, Section 603. 

105 Revenue act of 1928, Section 603. a 

106 Phillips v. Commissioner, 283 U. S. 589; Avery v. Commissioner, 
22 F. 2d 6. 

10 Revenue act of 1926, Section 1003. 

108 Welch Ins. Agency v. Brast, 55 F. 2d 60. 

1089 28 USCA 116-126. 

110 Revenue act of 1932, Section 1103. 
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be maintained whether or not the tax was paid under 
protest or duress. No suit can be filed until the 
Commissioner renders a decision or until six months 
have expired from the date of filing the claim. Suit 
must be instituted within two years of the date of 
mailing notice of the disallowance of the claim. 

In suits against the United States,"' if the amount 
involved is more than $10,000, the Court of Claims has 
jurisdiction; if for less than $10,000, the district 
court has jurisdiction. If the collector by whom the 
tax was collected is dead or out of office when the 
suit is commenced, suit may be brought in the dis- 
trict court even if the claim exceeds $10,000.12? It 
is to be noted that it is not mandatory upon a plain- 
tiff suing to recover taxes illegally collected to bring 
his suit against the United States where the col- 
lector to whom the taxes were paid is dead or no 
longer in office.** And it is improper to join a cause 
of action against the United States with a cause of 
action against the collector.%* The two causes arise 
under different laws, the remedies are different, and 
in the action against the collector there is a right to 
trial by jury. In any suit brought against the United 
States under 28 USCA 41 (20), the plaintiff must 
file a verified petition in the court having jurisdiction 
of the case in the district where the plaintiff resides.?® 
It must contain the full name and residence of the 
plaintiff, the nature of his claim, a succinct statement 
of the facts, and a statement of the damages claimed. 
A copy of the petition must be served upon the 
United States Attorney for the district where suit 
is brought, and another copy sent by registered let- 
ter to the Attorney General of the United States. 
The plaintiff must file with the clerk an affidavit 
showing that all service requirements have been 
fulfilled. The district attorney is allowed sixty days 
in which to answer. In all such cases it is the duty 
of the court to file a written opinion setting forth 
its findings of fact and conclusions of law. Trial 
is by the court without a jury. 


Suits by the Taxpayer Against the Collector 


UITS to recover taxes illegally collected are 

usually brought against the collector who col- 
lected them, and there is no limitation upon the 
amount for which such suits may be brought in the 
district court. The United States pays any judg- 
ment which is recovered against the collector. The 
suit must be filed in the Federal district court in 
which the collector’s office is situated, but if the 
collector is out of office and in another district, the 
suit must be brought in the district in which the 
collector resides. If the collector to whom the tax 
was paid is dead, the taxpayer may proceed against 
his personal representative. In deciding that suit 
cannot be maintained against a collector when the 
entire transaction of assessment, collection and dis- 
bursement occurred during the incumbency of his 
predecessor in office, Mr. Justice Holmes said :1"® 


As the law stood before later statutes a collector was 
personally liable for duties mistakenly collected, if the 
person charged gave notice, at the time, of his intention 





11128 USCA 41 (20). 

112 Exchange National Bank v. United Statcs, 46 F. 2d 566. 
13 Warner v. Walsh, 24 F. 2d 449. 

4 Stark v. United States, 14 F. 2d 616. 

115 28 USCA 762-764. 

116 Smietanka v. Indiana Steel Co., 257 U. S. 1. 
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to sue, and warning not to pay’ over the amount to the 
Treasury... . But after an act of Congress had required 
collectors to pay over such moneys, it was held, against the 
dissent of Mr. Justice Story, that the personal liability was 
gone. . . . Later statutes however recognize suits against 
collectors in such cases and the plaintiff contends that they 
should be construed to create a new statutory liability 
attached to the office and passing to successors, as was 
held in this case, the formal defendant being saved from 
harm by the United States. This, however, is not the 
language of the statutes and hardly can be reconciled with 
the decision of this court in Sage v. United States, 250 U. S. 
33, and other cases to which we shall refer. 

Referring also to actions against a collector in 
Sage v. United States," Mr. Justice Holmes said: 

It is true that the statutes modify the common law lia- 
bility for money wrongfully collected by duress so far as 
to require a preliminary appeal to the Commissioner of 
Internal Revenue before bringing a suit. . It is true 
also that it is the duty of the district attorney to appear 
for the collector in such suits, . .*’ that the judgment 
is to be paid by the United States, and the collector is 
exempted from execution if a certificate is granted by the 
court that there was probable cause for his act, 
and that there was a permanent appropropiation for the 
refunding of taxes illegally collected. But no one 
could contend that technically, a judgment of a district 
court in a suit against a collector was a judgment against 
or in favor of the United States. It is hard to say that 
the United States is privy to such a judgment or that it 
would be bound by it if a suit were brought in the court of 
claims. The suit is personal, and its incidents, such as the 


nature of the defenses open and the allowance of interest 
are different. 


Suits Against the Taxpayer 


EGAL proceedings to collect taxes usually are 

not commenced until all efforts to collect by 
distraint have been ineffective. 28 USCA 41 (5) 
provides that the district courts shall have original 
jurisdiction of all cases arising under any law pro- 
viding for internal revenue, or from revenue from 
imports or tonnage, except those cases arising under 
any law providing revenue from imports, jurisdiction 
of which has been conferred upon the Court of Cus- 
toms Appeals. Under this subdivision the district 
court has jurisdiction of all suits arising under the 
revenue laws regardless of amount.’”? Z6 USCA 142 
provides that taxes may be recovered in the name 
of the United States in any proper form of action 
before any district court of the United States for 
the district within which the liability for the tax was 
incurred or where the party from whom the tax is 
due resides at the time of the commencement of the 
action. No suit for the recovery of taxes, or any 
fine, penalty, or forfeiture may be commenced unless 
the Commissioner of Internal Revenue authorizes 
or sanctions the proceedings.’** It is not necessary 
that authority be given in advance.’?? Assessment 
by the Commissioner is not a condition precedent to 
a suit by the United States.’ 

Under the Revenue Act of 1934,'** assessment of 
income taxes cannot be made later than three years 
after the return is filed, and no court proceedings 
without assessment may be had later than three 

(Continued on page 169) 
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The New Income Tax Regulations 


EGULATIONS 86, in interpretation of the in- 
R come tax proviSions of the Revenue Act of 

1934, were “released” on March 2, less than 
two weeks before returns, made on a calendar year 
basis, were due for the year ending December 31, 
1934. 

Compared with Regulations 77, issued under the 
Revenue Act of 1932, there are numerous changes 
other than those accounted for by statutory changes. 
Some such revisions have been made necessary by 
judicial interpretations of the law differing from 
those in the original regulations under the 1932 Act. 

What will probably be regarded generally as a de- 
sirable innovation is the numbering of articles to 
correspond with the section numbers of the Act to 
which they relate. Thus, as explained in the intro- 
duction to the regulations, if one desires to learn 
what interpretation has been placed on Section 26 
of the Act, it will be found in article 26-1 of the 
regulations. In some cases several articles are nec- 
essary in interpretation of various phases of a single 
section or subsection or paragraph of the Act. For 
example, Section 23(m), dealing with “Depletion,’ 
requires a number of articles. Each of them, how- 
ever, is designated by the key 23(m), but with the 
addition of an arabic figure for identification, e. g., 
article 23(m)-1, article 23(m)-2, ete. 

The regulations proper are divided into thirty-five 
chapters. Classification of the material by chapters 
follows the arrangement of the corresponding sec- 
tions of the Act. An appendix contains certain im- 
portant provisions of prior Revenue Acts from 1924 
to date, together with important provisions of the 
Revised Statutes relating to income tax. 

Following are summaries of the principal points 
of difference between the new regulations and Regu- 
lations 77 other than those made in consequence of 
change in law. 


Computation of Net Income 


Sale of Stock and Rights 


In conformity with Article 58 of Regulations 77, as 
modified by G. C. M. 13275, XIII-27-6874, issued subse- 
quent to the decision of the Board of Tax Appeals in 
T. I. Hare Powel, 27 BTA 55, Article 22(a)-8 provides that 
rights issued to shareholders to subscribe to bonds which 
are convertible into stock of the same corporation are to 
be treated in the same manner as stock rights, for the 
purpose of determining gain or loss from the sale of the 
rights or stock with respect to which the rights were issued. 


Annuities 


Article 62 of Regulations 77 provided that an annuity 
charged upon devised land was taxable to a donee- 
annuitant, whether paid by the devisee out of rents of the 
land or from other sources. Under Article 22(a)-12 of the 
new regulations such annuity is taxable to a donee- 


annuitant if payable only out of the rents or other income 
of the land. 


Improvements by Lessees 


In addition to the two options of reporting income by 
the lessor from improvements placed on the property by 
the lessee as provided in Article 63 of Regulations 77, 
Article 22(a)-13 of Regulations 86 provides that if the 
buildings immediately become the property of the lessor, 
then the “lessor may report as income for the taxable year 
in which such buildings or improvements are completed 
their fair market value at the time of their completion.” 
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Thereafter, he will not have to report any further amount 
as income in case the lease is terminated and he comes 
into possession and control prior to the time originally 
fixed for the expiration of the lease. Both the present and 
prior Regulations provide that the lessor “may report as 
income at the time when such buildings or improvements 
are completed the fair market value of such buildings or 
improvements subject to the lease.” Under the prior 
regulations, however, if this method is used, and the lease is 
terminated so that the lessor comes into possession or 
control of the property prior to the time originally fixed 
for the expiration of the lease, the lessor derives no income 
by reason thereof, and the basis is the amount previously 
reported as income by the lessor. The new regulations 
provide that in such a case, income is to be reported for 
the year in which the lease is terminated to the extent 
that the value of such buildings or improvements, when he 
becomes entitled to such possession, exceeds the amount 
already reported as income on account of the erection of 
such buildings or improvements. 


Cancellation of Indebtedness 


With respect to gross income which may be realized 
under Section 22 (a) by cancellation of indebtedness, Ar- 
ticle 22(a)-14 is much clearer than its corresponding article 
(Art. 64) in the prior regulations. It states that “the can- 
cellation of indebtedness, in whole or in part, may result 
in the realization of income”, and provides also that a tax- 
payer realizes income by the payment or purchase of his 
obligations at less than their face value. Further, no in- 
come results from discharge of indebtedness resulting from 
an adjudication in bankruptcy, or by virtue of a composi- 
tion agreement with creditors if immediately thereafter the 
taxpayer’s liabilities exceed the value of his assets. 


Life Insurance Receipts 
Two articles (Arts. 22(b)(1)-1—22(b)(2)-1), instead of 


one in prior regulations (Art. 82), now cover life insurance re- 
ceipts. One article relates to amounts paid by reason 
of the death of the insured and the subject of the second 
article is endowment contracts and amounts paid other 
than by reason of the death of the insured. 

As to proceeds of life insurance policies payable upon the 
death of the insured, Article 22(b)(1)-1. provides that re- 
gardless of whether the proceeds are paid to the beneficiary 
in a single sum or in installments, only the amount paid 
solely by reason of the death of the insured is exempted. 
The amount exempted is the amount which would have 
been payable, had there been no election to exercise an 
option to receive the proceeds or any part thereof at a 
later date. If the policy provides no option for payment 
on the death of the insured, or provides only for payment 
in installments, the amount exempted is that which the 
insurance company would have paid immediately after 
the death of the insured, had the policy not provided for 
payment ata later date. Three situations are treated under 
the following captions: “(a) Proceeds held by the in- 
surer’; “(b) Proceeds payable in installments for a fixed 
number of years—or for a fixed number of years and for 
continued life’; “(c) Proceeds payable in installments dur- 
ing the life of the beneficiary.” The article also covers 
specifically the application of these provisions to payments 
received under settlements which were in effect before the 
taxable year beginning after Dec. 31, 1933. 

Amounts received under a life insurance or endowment 
policy (other than amounts paid by reason of the death 
of the insured, or interest on such amounts, or other than 
amounts received as annuities), according to Article 
22(b)(2)-1, are not taxable until the aggregate of the 
amounts so received exceeds the aggregate premiums or 
consideration paid whether or not paid during the taxable 
year. 

Annuities 


Under Section 22(b)(2) of the 1934 Act, amounts received 
as an annuity under an annuity or endowment contract 
must be included in gross income, except that the excess 
of the amount received in any taxable year equal to 3 per 
cent of the aggregate premiums or consideration paid for 
an annuity (whether or not paid during such year) is ex- 
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cluded from gross income, until the aggregate amount 
excluded for income tax purposes under the 1934 Act or 
prior income tax laws in respect of such annuity equals 
the aggregate premiums or consideration paid for such 
annuity. Article 22(b)(2)-2, in interpretation of this stat- 
utory requirement, shows by examples its effect both where 


annuities are payable in annual and in monthly install- 
ments. 


Interest Upon State Obligations 


In consideration of obligations interest on which is 
tax-free under the statute, Article 22(b)(4)-1 has the follow- 
ing new provision: “Special tax bills issued for special 
benefits to property, if such tax bills are legally collectible 
only from owners of the property benefited, are not the ob- 
ligations of a State, Territory, or political subdivision.” 


The definition of a “political subdivision” has also been 
clarified. 


Income from Federal Land Banks, etc. 


Article 22(b)(4)-2, which corresponds to Article 85 of 
Regulations 77, relating to dividends and interest from 
Federal land banks, Federal intermediate credit banks, 
national farm-loan associations, etc., contains a new provi- 
sion to the effect that dividends on stock of certain organ- 
izations, organized under the provisions of the Farm Credit 
Act of 1933, constitute taxable income to the recipients, 
subject to both normal tax and surtax, so long as those 
organizations are, under law, exempt from income tax. 


Tax-free Interest 


Article 22(b)(4)-4, relating to interest upon United 
States obligations, interprets the provisions of Section 
22 (b) (4) of the Revenue Act of 1934. It requires a state- 
ment on the return of the taxpayer’s holdings of tax exempt 
and partially exempt securities and the income received 
therefrom. Specific instructions are included which define 
the amount of the obligations and the income therefrom 
in the case of Treasury bills issued after June 17, 1930. 


Deductions from Gross Income 
Business Expenses 


In the matter of business expenses which are deductible 
from gross income, Article 23(a)-1, corresponding to Ar- 
ticle 121 of Regulations 77, contains a new sentence provid- 
ing that amounts deducted under one section of the Act 
cannot again be deducted under any other provision thereof. 
It is also added that penalty payments with respect to 
Federal taxes are not deductible, and that business ex- 
penses are deductible in full though they exceed the gross 
business income of the taxable year. 


Excessive Compensation 


As to the treatment of excessive compensation for per- 
sonal services, Article 23(a)-7, corresponding to Article 
127 of the prior regulations, adds a provision that “In 
the absence of evidence to justify other treatment, excessive 
payments for salaries or other compensation for personal 
services will be included in the gross income of the re- 
cipient and subjected to both normal tax and surtax.” This 
clears up a question respecting the Bureau’s interpretation 
which in the past has been a subject of debate. 


Deductions for Taxes 


The provisions of Article 23(c)-1, relating to tax pay- 
ments which are deductible from gross income, differ con- 
siderably in language from the corresponding prior regula- 
tions (Arts. 151, 154), including, among other changes, 
a provision, based upon a change in law, that estate, inherit- 
ance, legacy, succession, and gift taxes are not deductible 
from gross income. 


Losses by Individuals 


Article 23(e)-1, relating to losses by individuals, makes 
reference to sections of the 1934 Act which limit the de- 
ductibility of losses. To the general requirement, under 
Article 171 of Regulations 77, that losses to be deductible 
must be evidenced by closed and completed transactions, is 
added that such losses must be “fixed by identifiable events, 
bona fide and actually sustained during the period for which 
allowed.” Further, “substance and not mere form will 
govern in determining deductible losses,” and full con- 
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sideration must be given to any salvage value and to any 
insurance or other compensation received in determining 
the amount of losses actually sustained. 


Loss of Useful Value 


Regulations relative to loss deductible when a business 
is discontinued or assets are discarded is covered in Ar- 
ticle 23(e)-3, corresponding to Art. 173 of prior regula- 
tions. A new provision states that the limitations of 
Section 117 of the 1934 Act with respect to sales or ex- 
changes of capital assets have no application to losses 
due to discarding capital assets. An added paragraph pre- 
scribes the extent and manner in which losses claimed 
on the normal retirement of assets may be deducted where 
an account reflects the cost of more than one item of 
property, and for losses where assets are disposed of before 
the expiration of the normal expected life thereof in such 
cases, and in cases of single item accounts or in classified 
accounts, where it is the consfstent practice of the taxpayer 
to base depreciation on the expected life of the longest 
lived asset contained in the account. 


Shrinkage in Value of Stocks 


With respect to shrinkage in value of stocks, Article 
23(e)-4, corresponding to Article 174 of Regulations 77, 
has a new provision governing the deductibility of losses 
where banks or certain other corporations are required to 
charge off stock or write it down to a nominal value under 
regulation by Federal or state authorities. 


Basis for Determining Loss 


A new article (Art. 23(h)-1) provides that “the basis 
for determining the amount of the deduction for losses 
[in cases other than sale or exchange] is the same as is 
provided in Section 113 of the 1934 Act for determining the 
loss from the sale or other disposition of property.” 


Bad Debts 


With respect to deductions on account of bad debts, a 
new paragraph in Article 23 (k)-1, which corresponds to 
Article 191 of Regulations 77, covers the deductibility of 
bad debts charged off in whole or in part under instructions 
of Federal or state authorities, incident to the regulation of 
banks and certain other corporations. 


Worthless Bonds, etc. 


Article 23(k)(4), relative to deductions for worthless 
bonds and similar obligations, has a paragraph which is not 
in Article 194 of Regulations 77, governing the time when 
corporate bonds of an insolvent corporation secured by 
a mortgage are regarded as being worthless in the case 
of foreclosure where nothing is realized for the bond- 
holders. Such bonds are regarded -as ascertained to be 
worthless not later than the year of foreclosure sale, and 
no deduction for a bad debt is allowable in computing a 
bondholder’s income for a subsequent year. Reference 
to the deductibility of a bad debt based upon the -value 
of the debt as of March 1, 1913 is omitted. 


Depreciation Deductions 


On the method of computing allowance for deprecia- 
tion, Article 23(1)-5 states that a taxpayer is not permitted 
to take advantage in later years of his prior failure to 
take any depreciation allowance or of his action in taking 
an allowance which was inadequate under the known facts 
in prior years. An example is given illustrating this provi- 


sion. Article 23(1)-5 corresponds to Article 205 in Regula- 
tions 77. 


Records of Depreciable Property 


Under Article 23(1)-9, the taxpayer is authorized to main- 
tain permanent auxiliary records of factors entering into 
the computation of depreciation allowances, to be kept 
with and reconciled with the regular books, if he does not 
desire to have his regular books of account show all the 


factors entering into the computation of depreciation al- 
lowances. 


Contributions by Individuals 


Relative to deductible contributions or gifts by indi- 
viduals, Article 23(0)-1 includes the following changes 
from Article 261 of Regulations 77: A provision for sub- 
stantiation, when required by the Commissioner, of de- 
ductions claimed, by obtaining information from the 
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organization to which the contribution was made; a provi- 
sion that no part of a partnership’s contributions may be 
claimed in the return of the partner; and a provision that 
whether husband and wifg make joint or separate returns 
the 15 per cent limitation is based on the separate net 
income (computed without regard to such contributions) 
of the spouse making the contributions. 


Items Not Deductible from Gross Income 
Personal and Family Exenses 


To personal and family expenses not deductible from 
gross income under Article 281 of Regulations 77, Article 
24-1 adds amounts paid as damages for breach of promise 
to marry, attorneys’ fees and other costs of suit to re- 
cover such damages, and attorneys’ fees paid in suit for 
separation, etc. 


Amounts Allocable to Exempt Income 
Other Than Interest 


Article 24-4, which is new, covers amounts allocable to 
exempt income other than interest. It defines classes of 
exempt income, other than interest, in connection with 
the earning of which deductions are unallowable. It is 
brought out that the object of Section 24(a)(5) of the 
1934 Act is to segregate exempt income from taxable in- 
come “in order that a double exemption may not be ob- 
tained through the reduction of taxable income by expenses 
and other items incurred in the production of items of 
income wholly exempt from tax.” Another paragraph of 
the article covers the method of apportionment of deduc- 
tions between taxable and exempt income. It is prescribed 
that if compensation of a state officer is exempt, no de- 
ductions from gross income may be made for less expenses 
in performing the services for which the compensation is 
paid. Among amounts not deductible are state income taxes 
imposed on the compensation, or losses or depreciation at- 
, tributable to the property used in performing such service, 
or any portion of overhead expenses attributable thereto. 
It is also provided that a taxpayer receiving any exempt 
income must submit a statement with his return furnishing 
the information required by this article, and must keep 
records which will enable him to make proper allocation 
of expenses between exempt and taxable income. 


Losses Not Deductible 


Article 24-5, relating to losses from sales between mem- 
bers of a family and between individuals and corporations, 
is new. It contains examples of the application of Sec- 
tion 24 (a) (6), which provides that in computing net in- 
come no deduction shall in any case be allowed in respect 
of “loss from sales or exchanges of property, directly or 
indirectly (A) between members of a family or (B) except 
in the case of distributions in liquidation, between an in- 
dividual and a corporation in which such individual owns, 
directly or indirectly, more than 50 per centum in value 
of the outstanding stock.” 


Credits of Individuals Against Net Income 


Earned Income Credit 


Article 25-2, relating to the earned income credit, is new, 
no such credit having been provided for in the Revenue 
Act of 1932. Examples are given of the computation of 
the credit. Consideration is given to cases involving profes- 
sional fees where the taxpayer employs assistants, and to 
the treatment of earned income in community property 
states. 


Accounting Periods and Methods of Accounting 
Changes in Accounting Methods 


Article 41-2, corresponding to Article 322 of Regulations 
77, makes special provision for the time within which ap- 
plication to change the method of accounting must be 
made in the case of a corporation which was included in 
a consolidated return under the 1932 Act but is not per- 
mitted to be so included under the 1934 Act. 


Constructive Receipt 


Article 42-3, relating to constructive receipt, contains a 
new sentence not appearing in the corresponding part 
(Art. 333) of Regulations 77, which relates to receipt of 
dividends where they were declared on December 31, but 
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were not received until January of the following year. It 
is provided that if the corporation intended to and did 
follow its practice of paying dividends by checks mailed 
so that the shareholders would not receive them until 
January of the following year, such dividends were not 
income before January, when the checks were actually 
received. 


Deferred Payment Sales of Realty 


Relative to sales of real property involving deferred pay- 
ments, Article 44-2 contains several provisions that are not 
in Article 352 of Regulations i i Among these are a state- 
ment that the term “initial payments” does not include 
amounts received by the vendor in the year of sale from 
disposition to a third person of notes given by the vendee 
as part of the purchase price which are due and payable 
in subsequent years, and a definition of “initial payments” 
to the effect that the term contemplates at least one other 
payment in addition to the initial payment. It is also pro- 
vided that if the entire purchase price is to be paid ina 
lump sum in a later year, with no payment in the first year, 
the installment method may not be used. Likewise the 
method may not be used where no payment other than evi- 
dences of indebtedness of the purchaser is received during 
the first year, and the purchaser has promised to make 
two or more payments in later years. 


Installment Sales of Realty 


A provision not in the corresponding article of prior 
regulations (Art. 353), relating to repossession of property 
sold on the installment plan is contained in Article 44-3 of 
Regulations 86. It requires that in reporting profits on 
repossession there must be included in the computation the 
fair market value at the time of repossession, of fixed im- 
provements placed on the property by the purchaser, which 
amount is then included in the basis of the repossessed 
property. 

Where a sale is not on the installment plan, but on a 
deferred-payment plan, similar provisions are made in Ar- 
ticle 44-4, which corresponds to Article 354 of Regula- 
tions 77. 


Allocation of Income and Deductions 


The regulations under the 1932 and 1928 Acts contained 
no articles interpreting Section 45 of those prior Acts cor- 
responding to Section 45 of the 1934 Act, relating to al- 
location of income and deductions in the case of two or 
more organizations, etc., controlled directly or indirectly 
by the same interests. Article 45-1 of the new regulations 
defines the terms, “organization,” “trade,” “business,” “con- 
trolled,” “controlled taxpayer,” “group,” “group of con- 
trolled taxpayers,” and “true net income,” as those terms 
are used in the article. The article also explains the scope 
and purpose of Section 45 as being “to place a controlled 
taxpayer on a tax parity with an uncontrolled taxpayer, 
by determining, according to the standard of an uncon- 
trolled taxpayer, the true net income from the property and 
business of a controlled taxpayer.” A warning is given that 
“transactions between one controlled taxpayer and another 
will be subjected to special scrutiny to ascertain whether 
the common control is being used to reduce, avoid, or 
escape taxes.” 


Returns for Periods of Less Than 12 Months 


Article 47-1 contains a revised example of placing returns 
for periods of less than 12 months on an annual basis, 
and includes the computation of the earned income credit 
by placing earned income on an annual basis. The cor- 
responding part of Regulations 77 is Article 371. 


Returns and Payment of Tax 
Individual Returns 


Two paragraphs in Article 51-1 that do not appear in 
Article 381 of Regulations 77, relate to the execution of 
joint returns of husband and wife. Signature by both 
spouses is now required where the return is not made by 
an agent other than husband or wife, but one spouse may 
sign the return as agent for the other if the return is ac- 
companied by a power of attorney on the prescribed Form 
936, authorizing such action. Such joint return must be 
sworn to by the spouse preparing the return and for this 
purpose, the spouse who fills in the return is considered 
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the one who prepared it. Both spouses are required to 
swear to the return if it is prepared by both of them, or 
if neither of them prepares it. However one spouse may 
act for the other if a power of attorney on Form 936 is 
submitted with the return. 


Returns by Agent 


A return may be made for a taxpayer by an agent 
if the taxpayer is unable to make the return by reason 
of continuous absence from the United States for a period 
of at least 60 days prior to the date prescribed by law for 
making the return. Where a return is made by an agent 
it must be accompanied by a power of attorney on Form 
96. This is a new privilege granted by Article 51-2, which 
corresponds to Article 382 of Regulations 77. 


Returns of a Minor 


As to returns by a minor, Article 51-3 provides that if 
“under the laws of a state the earnings belong to the 
minor such earnings are not required to be included in the 
return of the parent.” Article 383 of prior regulations made 
the test depend upon whether “a minor has been emanci- 
pated by his parent.” 


Returns by Receivers 


Relative to returns by receivers, Article 52-2 differs from 
Article 392 of Regulations 77 in the provision that if a 
receiver has full custody and control over the business 
or property of a corporation, he is deemed to be operat- 
ing such business or property, whether he is engaged in carry- 
ing on the business for which the corporation was organized 
or only in marshaling, selling, and disposing of its assets for 
purposes of liquidation. 


Consolidated Returns 


Limitation of the privilege of filing consolidated returns by 
Section 141 of the Revenue Act of 1934 to railroad cor- 
porations is the antecedent of a provision in Article 54-1 
that did not appear in Article 411 of Regulations 77, relat- 
ing to the same general subject—aids to collection of tax. 
The new provision pertains to returns of subsidiary cor- 
porations previously included in a consolidated return, and 
provides that where a subsidiary corporation may not be 
included in a consolidated return under the 1934 Act, but 
was so included under the 1932 Act, as amended, for the last 
period for which it was required to make a return under 
that Act, then for any taxable year beginning after Decem- 
ber 31, 1933 (during which it and the common parent are 
members of the same affiliated group) it may, in any case, 
make its return to the Collector for the district in which 
the return of such common parent corporation is made. 
Unless its return is so filed, such subsidiary is required to 
file a true and correct copy of its return with the Collector 
for the district in which the return of the common parent 
corporation is made. The copy must be certified to by the 
same officers as are required to swear to the return, and 
must be filed on or before the date prescribed for filing 
the return. The terms “subsidiary corporation,” “common 
parent corporation,” and “affiliated group” have, for the 
purpose of this article, the same meanings as in Section 141 
of the Revenue Act of 1932, as amended, and the regulations 
prescribed thereunder. 


Publicity of Returns 


With reference to publicity of returns, Articles 55(b)-1— 
55(b)-5 in Regulations 86 correspond to Articles 421-425 
in Regulations 77. The new regulations prescribe Form 
1094, covering items of income and deductions, as the form 
to be filed under Section 55(b) of the 1934 Act. The new 
regulations further provide, however, that each individual, 
trust, estate, partnership, or corporation which is required 
to make a return under Title I, Section 351 of Table IA 
(personal holding companies), or Section 702 of Title V 
(excess profits tax), must execute and file Form 1094; 
specify penalties as prescribed in the law for failure to file 
Form 1094; and provide for inspection of Forms 1094 under 
such procedure as may be prescribed by the Commissioner. 


Payment of Tax 


Extension of time for payment of the tax shown on the 
return, or any installment thereof, according to Article 56-2, 
may be granted at the taxpayer’s request if it is shown to 
the satisfaction of the Commissioner that payment at the 
time prescribed will result in “undue hardship to the tax- 
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payer,” it being stated that undue hardship means more 
than an inconvenience to the taxpayer. It must appear 
that substantial financial loss will result to the taxpayer 
from making the payment on the due date. It is provided 
that the application for extension should be made on Form 
1127 and substantiating evidence required is outlined in the 
article. 


Supplementary Provisions—Rates of Tax 
Exempt Corporations 


Article 101-1 relating to proof of exemption by corpora- 
tions claiming exemption under Section 101 of the 1934 
Act has the following provisions which do not appear in 
Article 521 of Regulations 77: <A definition of the words 
“private shareholder or individual” as used in Section 101; 
a requirement that organizations claiming exemption, under 
Section 101(6) must show, in proving their exempt status, 
to what extent the activities of the organization involve 
carrying on propaganda, or otherwise attempting to in- 
fluence legislation, and a requirement for specified informa- 
tion from mutual insurance companies if any substantial 
amount of the income is claimed to be held for the payment 
of losses or expenses. 

To be exempt from taxation mutual savings banks need 
not be incorporated or under public supervision unless 
state law so requires, nor need they serve the public in 
general, according to a provision of Article 101(2)-1 that 
was not in the corresponding prior regulations, Article 523. 
A mutual savings bank, accordingly, may confine its busi- 
ness to a designated class, such as employees of a single 
corporation, without losing its exempt status. 

In Article 101(5)-1, relating to exemption of cemetery 
companies, among other provisions differing from Article 
526 of Regulations 77, is the requirement that lot owners 
for whose benefit the company is operated must hold such 
lots for bona fide purposes and not for resale. A definite 
limitation is placed on the rate of dividend which may be 
paid on the preferred stock of such companies to remain 
within the exemption. 

The definition of an educational institution in Article 
101(6)-1 is more extensive than in prior regulations (Art. 
527), and new paragraphs cover the effect of receipt of in- 
come from investments. Where money is contributed by 
members of an organization to a common fund to be 
applied for the relief of particular members of the organ- 
ization, the fund is not a charitable fund. 

A new provision with respect to exemption of social clubs 
from the income tax, in Article 101(9)-1, is that if a social 
club otherwise exempt sells any of its property at a profit, 
it is not exempt for the taxable year for which the profit 
is taxable. 

As to exemption of local benevolent life insurance compa- 
nies, a provision in Article 101(10)-1 that is not in Regulations 
77, Article 531, states that if the activities of such organ- 
izations are limited only by the borders of a state, they can- 
not be considered to be purely local in character. 

Article 101(12)-1, covering exemption of farmers’ co- 
operative marketing and purchasing associations from 
income tax liability, is more detailed than Art. 532(a)(b) 
of Regulations 77 as to patronage dividends and records 
required to be kept by such organizations, and differs in 
other respects. 


Taxable Surplus Accumulation 


Articles 102-1 to 102-6 interpret Section 102, which im- 
poses a surtax on corporations “improperly” accumulating 
surplus. They contain an example of the application of 
that section where stock in one corporation is held by 
another, and discuss fully the Government’s interpretation 
of a purpose to avoid surtax. “A corporation,” it is stated, 
“is subject to taxation under Section 102 when it is formed 
or availed of for the purpose of preventing the imposition 
of the individual surtax regardless of whether it is a mere 
holding or investment company, or whether the accumula- 
tion, if any, is in excess of its business needs.” 


Computation of Net Income 


Recognition of Gain or Loss 

Although Section 112 of the Revenue Act of 1934, with 
respect to recognition of gain or loss upon the sale or 
exchange of property is, except for the paragraph on defini- 
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tion of reorganization, the same as in the 1932 Act, the 
prior regulations in interpretation thereof have been almost 
entirely rewritten. The most important changes are as 
follows: 

Article 112(a)-1, corresponding to Article 571 of Regula- 
tions 77, states that nonrecognition is accorded by the 
Revenue Act of 1934 only if the exchange is one which 
satisfies both (1) the specific description in the Act of an 
excepted exchange, and (2) the underlying purpose for 
which such exchange is excepted from the general rule. 

With regard to property held for productive use in trade 
or business or for investment which is exchanged for prop- 
erty of a like kind to be held for the same purpose Article 
112(b)(1)-1 has a provision not contained in prior regula- 
tions (Art. 572(a)) that gain or loss is recognized if a tax- 
payer exchanges Fourth Liberty loan 4% per cent bonds 
for new Treasury bonds maturing October 15, 1945; or if 
he exchanges a real estate mortgage bond for bonds of 
the Home Owners’ Loan Corporation. 

The nonrecognition of gain or loss in the case of an 
exchange of common stock for common stock, or of pre- 
ferred stock for preferred stock, in the same corporation is 
not limited to a transaction between a stockholder and the 
corporation, but includes an exchange between two indi- 
vidual stockholders. This new provision is a part of Ar- 
ticle 112(b)(2)-1, which corresponds to Article 572 (b) of 
Regulations 77. 

A new regulation, Article 112(b)(5)-2, relating to records 
and information with respect to transfers to corporations 
controlled by the transferor, requires records to be kept and 
specific information to be filed with returns by parties 
participating in such transactions. 

Prior regulations relating to recognition of gain or loss 
upon reinvestment of proceeds of involuntary conversions 
(Art. 579) has been entirely rewritten in the draft of Ar- 
ticle 112(f)-1. Subjects covered are: The manner of proof 
or reinvestment of proceeds in property similar or related 
in use; treatment of sums retained from an award to satisfy 
liens and mortgages against the property; deductibility of 
amounts expended for replacement of an asset in excess 
of the recovery for loss; treatment of proceeds of use and 
occupancy insurance; and examples of investments which 
are not similar in character and devoted to a similar use. 

The statutory change in the definition of “reorganization” 
necessitated a revision of the pertinent regulations. 

One paragraph of Article 112(g)-1, which corresponds 
to Article 574 of Regulations 77, is devoted to defining 
the purpose and scope of the freedom from tax of ex- 
changes resulting from reorganizations. The subject is 
treated at considerable length. It is stated that “requisite 
to a reorganization under the Act are a continuity of the 
business enterprises under the modified corporate form, and 
a continuity of interest therein on the part of those persons 
who were the owners of the enterprise prior to the re- 
organization.” The article states that “the creation of a 
temporary subsidiary as a device for the making of an 
ordinary dividend” is not recognized as a reorganization 
under the statute. It is pointed out that a “plan of reorgan- 
ization” is required in order to come within the reorganiza- 
tion provisions. 

Article 112(g)-2 defines “statutory merger or consolida- 
tion,’ “recapitalization,” “a party to a reorganization,” 
and “plan of reorganization,” terms used in Section 112(g) 
of the 1934 Act in defining “reorganization.” 


Article 112(g)-5 reflects the omission from the 1934 Act 
of any provision similar to Section 112(g) of the 1932 Act, 
which permitted receipt of stock or securities in reorganiza- 
tions without surrender of stock by the shareholder to be 
tax-free. It is provided that under the 1934 Act such dis- 
tribution is a dividend to the extent that the fair value at 
the time of distribution does not exceed the earnings or 
profits of the distributing corporation accumulated after 
February 28, 1913. Any remainder of the fair market 
value over the amount of such earnings and profits ac- 
cumulated after February 28, 1913, is to be applied in reduc- 
tion of the basis of the stock in respect of which the 
distribution is made, and if in excess of such basis, the 
excess is taxable in the same manner as a gain from the 
sale or exchange of property. 


_ Another new regulation, Article 112(g)-6, requires specific 
information to be filed with the return for the year in 
which the reorganization occurred. This information must 
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be filed by each corporation which is a party to the re- 
organization. Taxpayers who claim the benefit of the 
reorganization provisions must also furnish information 
with their returns for the year in which the exchange took 
place. Both corporations and individuals are required to 
keep permanent records of certain information prescribed 
in the article. 


Adjusted Basis for Determining Gain or Loss 


Prior regulations with respect to property transmitted 
by gift after December 31, 1920, have been completely re- 
vised. Article 113 (a) (2)-1, corresponding to Article 593 of 
Regulations 77, provides, among other changes, that Sec- 
tion 113 (a) (2) of the 1934 Act applies to all property acquired 
after December 31, 1920, by gift, whether by transfer in trust 
or otherwise. It is stated that, “all titles to property ac- 
quired by gift relate back to the time of the gift, even 
though the interest of him who takes the title was, at the 
time of the gift, legal, equitable, vested, contingent, condi- 
tional or otherwise. Accordingly, all property acquired by 
gift is acquired at the time of the gift.” The article ex- 
plains this provision in detail. 

For the purpose of determining the fair market value of 
property acquired by gift (applicable to determining losses, 
if such value is lower than the donor's basis), it is stated 
that the value of the property as appraised for the purpose 
of the Federal gift tax, or if the gift is not subject to such 
tax, its value as appraised for the purpose of a state gift 
tax shall be deemed to be the fair market value of the 
property at the time of the gift. A separate paragraph 
treats the basis where reinvestments are made by fiduciary 
of property transferred under an instrument of gift. 

According to Article 113 (a) (3)-1 of Regulations 86, Sec- 
tion 113 (a) (3) of the 1934 Act, relating to the basis for 
transfers in trust after December 31, 1920, does not apply 
to property acquired as a gift by transfer in trust, or by 
bequest or devise. This article also deals with the basis 
in case of reinvestments by a fiduciary. 

Changes in the law with respect to the basis for property 
transmitted at death are reflected in Article 113 (a) (5)-1, 
which is materially different from its counterpart in Regu- 
lations 77, Article 596. The new article contains illustra- 
tions of cases involving the date of acquisition, outlines 
the purpose of Sec. 113 (a) (5), and deals with property 
acquired before March 1, 1913, and reinvestments by fidu- 
ciary. It also covers adjustments to basis, and sales of 
remainder and other interests in property transmitted at 
death. 

The provisions of Section 113 (a) (13) the 1934 Act rela- 
tive to the basis for property acquired after February 28, 
1913, by a partnership were not in prior law. Article 113 
(a) (13)-1 interprets the new law, with details as to com- 
putation of depreciation and depletion and adjustments of 
property contributed to a partnership by a partner and 
adjustments of the basis in case of the sale of such prop- 
erty by the partnership. 


Distributions by Corporations 


Provisions relating to dividends in Articles 115-1 and 
115-2 not appearing in the prior regulations, Articles 621 
and 622, follow: “Corporate earnings or profits” as used 
in Section 115 of the 1934 Act are interpreted to include 
exempt income as well as taxable income for the purpose 
of determining the amount of such earnings or profits ac- 
cumulated after February 28, 1913. It is provided that the 
excess of a loss sustained for a year after February 28, 
1913, over the undistributed profits accumulated since that 
date and prior to the year for which the loss was sustained, 
reduces the surplus as of March 1, 1913, to the extent of 
such excess. An example of the application of this pro- 
vision is furnished. An example is incorporated to show 
how distribution out of earnings and profits accumulated, 
or increase in value of property accrued, prior to March 1, 
1913, are treated in the case of corporations. 

With respect to distributions out of earnings and profits 
accumulated, or increase in value of property accrued, prior 
to March 1, 1913, Article 115-3 omits the following sentence 
contained in Article 623 of Regulations 77: “The fact that 
such distribution is in excess of the cost or other basis 
* * * of the stock on which declared does not render 
it subject to tax.” Instead, it is stated that, “A distribu- 
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tion made by a corporation out of its earnings or profits 
accumulated, or increase in value of property accrued prior 
to March 1, 1913, is not, as such, subject to tax, but shall be 
applied against the basis of the stock.” An example is 
given of the application of this article to corporations. 


Exclusions from Gross Income 


The new law governing capital gains and losses has 
necessitated a revision of regulations. The regulations in 
interpretation of Section 117 of the 1934 Act consist of 
six articles—Arts. 117-1 to 117-6, inclusive, which cover 
the following subjects: Definition of capital assets; expla- 
nation of limitations with examples; the question of holding 
periods for capital assets; the application of Sec. 117 to 
abandonment of property and worthless stocks and debts; 
capital gains and losses in case of husband and wife; and 
gains and losses from short sales. 


Credits Against Tax 


On the subject of income tax credit for taxes of foreign 
countries and possessions of the United States, a new para- 
graph not in prior regulations (Art. 693) is contained in 
Article 131-3 of Regulations 86. It provides for the filing 
of Form 1116 in the case of individuals, and Form 1118 by 
corporations, subsequently to the filing of an original re- 
turn in which the taxpayer has signified his desire to have 
the benefits of Section 131, where at the time of filing the 
original return it is impossible to estimate the amount of 
income, war-profits, and excess-profits taxes to any foreign 
country or possession of the United States, that may have 
accrued for the period for which the return is made. It is 
made clear that the taxpayer must, nevertheless, signify 
in his return his desire to have the benefit of the credit. 


Returns and Payment of Tax 


Consolidated Returns 


Under Article 714 of Regulations 77, a domestic parent 
corporation, electing to treat a foreign corporation as a 
domestic corporation for the purposes of filing a consoli- 
dated return, was required to exercise the option at the 
time of making the consolidated return. Article 141-4 of 
Regulations 86 on consolidated returns, which by the 1934 
Act are limited to railroad corporations, requires the elec- 
tion to be made at the time of making the first consolidated 
return under the Act and provided that it cannot be exer- 
cised at any time thereafter. And if the election is exer- 
cised to treat such foreign corporation as a domestic 
corporation it must be included in the consolidated return 
of the affiliated group of which it is a member for each 
year for which such group makes or is required to make a 
consolidated return. 


Fiduciary Returns 


Article 142-1 requires a true copy of the will or trust 
instrument, where the gross income of the estate or trust 
is $5,000 or over, to be filed with the fiduciary return, to- 
gether with a statement by the fiduciary indicating the 
provisions of the instrument which determine the extent 
to which the income of the estate or trust is taxable to the 
estate or trust, beneficiaries, or grantors. Such will or trust 
instrument may be made a part of returns subsequently 
filed by reference thereto. Extensions of time for filing 
the instrument are permitted under certain conditions. The 
foregoing requirements were not incorporated in Article 
741 of Regulations 77. 


Bond Ownership Certificates 


Article 143-5, corresponding to Article 765 of the prior 
regulations, enumerates the classes of persons owning obli- 
gations for which ownership certificates must be executed 
when presenting interest coupons for payment; and further 
prescribes that such certificates shall be filed for each issue 
of such obligation regardless of the amount of the coupons. 
A new provision likewise requires the execution of such 
certificates upon the collection of overdue interest upon 
bonds the interest coupons of which have been exhausted. 
Also in all cases where ownership is unknown an owner- 
ship certificate shall be filed, whether or not the obligation 
contains a tax-free covenant, when interest coupons for 
any amount are presented for payment. Where the old 
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article required the execution of ownership certificates with 
respect to interest coupons on bonds or other obligations 
presented for payment, the new article expressly includes 
in addition thereto mortgages and deeds of trust, or other 
similar obligations. 


Withholding Tax at Source 


A new paragraph covering freedom from liability for 
uncollected taxes, under certain conditions, of banks desig- 
nated by a debtor corporation to act as withholding agent 
distinguishes Article 143-8 from Article 768 of prior regula- 
tions. However, if a withholding agent becomes insolvent 
or fails to pay to the Government money deposited with 
it by the debtor corporation to pay taxes, or money with- 
held from bondholders, the debtor corporation is not dis- 
charged from liability under Section 143 (a) (1), since the 
withholding agent is the agent of the debtor corporation. 

Article 143-11, for which there is no counterpart in prior 
regulations, provides for the release and refund of the 
portion of tax withheld from interest paid after December 
31, 1933, and before May 10, 1934, under the Revenue Act of 
1932, to owners filing exemptions certificate approved by 
the Government. Other excess taxes must be reported 
on the annual withholding form by March 15, and paid to 
the appropriate collector by June 15. An employer may 
release and pay over to his alien employee the excess tax 
withheld from compensation for labor or services per- 
formed in the United States, where an appropriate claim 
therefor is received. Where a payee from whom tax has 
been withheld is ineligible to file an exemption certificate 
on Form 1002, or an employee’s claim on Form 1115, re- 
fund of any excess tax shall be made only by the Bureau 
of Internal Revenue upon the filing of a claim on Form 843 
together with an individual return on Form 1040-B. 


Penalties 


In addition to the penalties previously provided, Article 
145-1 subjects to the penalties imposed by Section 145 (a), all 
taxpayers willfully failing to give information required in their 
returns as to advice or assistance received in the preparation 
of the returns. The same penalties attach to persons pre- 
paring returns for others where they willfully fail to exe- 
cute the sworn statement required with reference thereto. 
In addition, the privilege against incrimination in the Fifth 
Amendment of the Constitution as a defense to a charge 
of failure to file a return is denied, and does not authorize 
a refusal to state the amount of income, though made 
through crime. 


Departure of Alien 


Conditions to be met and procedure to be followed by 
an alien departing from the United States in obtaining a 
certificate of compliance with the Federal tax laws are 
set out in a provision of Article 146-1 that were not in prior 
regulations, Article 801. In such cases a resident attorney- 
in-fact must be appointed on Form 934 to make his current 
and delinquent income-tax returns; a return of informa- 
tion on Form 1040D is required; and proper security for 


the making of returns and payment of taxes due must be 
furnished. 


Information at Source 


A new provision in Article 147-1, which corresponds to 
Article 811 of Regulations 77, directs that sums paid under 
life insurance, endowment, or annuity contracts includible 
in gross income are “fixed or determinable income” except 
payments in respect of lapsed policies and those surren- 
dered before maturity, and shall be reported in returns of 
information. The rule as to when an amount is deemed 
to have been paid is stated. 

Article 147-2 makes a new requirement that amounts of 
$1,000 or over distributed or made available under an em- 
ployees’ trust governed by the provisions of Section 165 
must be reported by the trustee on information returns. 
In the case of payments made by the United States to 
persons in its civil or military service the returns of in- 
formation shall be made by the heads of the executive 
departments. 

In interpretation of Section 147 (b) of the 1934 Act, under 
which there may be required returns of collections of items 
(not payable in the United States) of interest upon the 
bonds of foreign countries and interest upon the bonds of 


(Continued on page 179) 




















THE VALUATION OF REAL ESTATE|} 


FOR TAX PURPOSES 


James C. Bonbright, Professor of Finance, 
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The confusion as to the meaning and 
measure of value that one finds in the 
administrative practice and in the judicial 
rulings on real estate assessment is not 
the type of confusion that can ever be 
cleared up by the professional appraiser 
or by the value theorist. The trouble lies 
far too deep to be cured by either of these 
economic skin specialists. It lies in the 
absence of any valid philosophy for the 
general property tax or for the general real 
estate tax. Only if and when the experts 
in public finance can answer the prior 
question, Why should all owners of real 
property pay the same rate of tax on the 
value of their property? will the value 
specialists have any premise from which 
they can derive a conclusion, say, that 
value should be construed to mean replace- 
ment cost rather than commercial value. 
But all attempts to answer this prior ques- 
tion have so far broken down; and the 
hopelessness of the effort is now conceded 
by the most competent authorities in fiscal 
science. 

It follows that what is needed is a re- 
form of our whole system of real estate 
taxation. One must begin, not with the 
question how real estate should be valued 
for tax purposes, but with the question why 
real estate should be singled out for any 
special form of taxation. Certainly the 
ability to pay doctrine can no longer be 
adduced in support of a discriminatory 
burden on realty. Whatever force there 
may once have been in the argument that 
people’s total wealth corresponded roughly 
to the values of their houses and lots, has 
disappeared with changing economic con- 
ditions. If a real estate tax can be de- 
fended, it must be supported on other 
grounds. The most plausible of these 
grounds are first, that suggested by the 
philosophy of the single tax, and second, 
that suggested by the probability that the 
expenses of local government grow more 
closely in proportion to real estate develop- 
ment than in proportion to increments in 
other forms of private wealth. But the 
former theory requires the complete tax 
exemption of improvements on land, while 
the latter theory may possibly suggest the 
very contrary conclusion, namely, that 
only improvements be taxed, and that the 
tax be measured by such indices as rela- 
tive costs, relative size, and character of 
construction rather than by relative com- 
mercial values. 
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In Current Legal Periodicals 


But as long as the general property tax 


|remains in effect it must be administered 


as well as possible, and its administration 
calls upon tax assessors and courts to mud- 
dle through with some form of assessments. 
As this article is concerned primarily with 
the legal decisions, a few concluding com- 
ments on the doctrinal law may be stated. 
These comments may be prefaced with the 
statement that, considering the difficulties 
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inherent in the whole system of real estate 
taxation, the courts have done their share 
of the job remarkably and abstemiously 
well. 

1. The law should abandon in words, as 
it has generally abandoned in fact, the 
dogma that market value constitutes the 
proper basis of tax assessment. Unless 
market value is interpreted to mean liter- 
ally the price at which the present owner 
could actually sell his property to some 
one else, it is a meaningless and delusive 
term. But only the Wisconsin courts have 
had the courage to interpret market value 
in this literal sense, and in their case dis- 
cretion would have been the better part 
of valor (State v. Petrick, 178 N. W. 251 
(Wis. 1920)). Other courts have invoked 
the fiction of a “fair market value” as fixed 
by a hypothetical willing buyer and willing 
seller. But this is mere subterfuge. The 
New York opinion in People ex rel. N. Y. 
Stock Exchange Bldg. Co. v. Cantor, 221 
App. Div. 193, 233 N. Y. Supp. 64 (lst 
Dept. 1927), aff'd, 248 N. Y. 533, 162 N. E. 
514 (1928), frankly recognizing that the 
market value standard is inapplicable to 
unique types of property, is far preferable. 

2. If the general property tax is inter- 
preted as a “faculty tax,” value to the 
owner is a better standard of assessment 
than market value. On the other hand, if 
this tax is designed fairly to allocate to 
property owners the costs of government 
made necessary by the construction and 
operation of their properties, undepreciated 
replacement cost has a shade the better of 
the argument as a proper tax base. 

3. But whatever may be said for the 
replacement cost standard of assessment 
in its own right, and not merely as a 
“measure” of value, its frank adoption 
would do such violence both to popular 
tradition and to legal doctrine, that there 
is no immediate hope of securing its ac- 
ceptance. That being the case, the courts 
are well advised in pursuing their past 
policy of accepting replacement cost as- 
sessments unless the taxpayer can bring 
convincing evidence that his property is 
worth an amount measurably less than re- 
placement cost. 

4. The contention of taxpayers that 
their property should not be assessed in 
excess of the low market prices prevailing 
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contended that the direction is the other 


way (286 U. S. 276). 


The most important doctrine leading to 
multiple property taxation which is still 
recognized by the decisions of the Court 
is business situs (205 U. S. 395). Since in 
all pertinent recent cases the Court has at 
least considered the possibility that such 
decisions may interfere with this doctrine, 


it does not seem too much to say that the} 


Court appreciates the difficulty in harmon- 
izing its present hostility to multiple tax- 
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ation with the continued existence of the 
business situs doctrine (282 U. S. 1 (1930)). 
It is submitted that multiple property tax- 
ation as between the states will have to 
go and that so far as business situs and 
other doctrines permit such taxation, they 
will have to be abolished or at least 
radically remodeled. 


It has been suggested that the business 
situs doctrine will be modified so that in- 






FB tangible property having a business locality 






in a jurisdiction separate from the domicil 
of the owner will be permitted to be taxed 
there and there only—thus treating it like 
tangible property, under the Frick case 
(268 U. S. 473). This would avoid any 
multiple taxation but would possibly run 
counter to the now settled doctrine of the 
Supreme Court that evidences of indebted- 
ness and similar documents cannot be 
treated as tangible property. 


A more substantial objection is present 
in the marked tendency of the Court to 
take the position that practically all forms 
of intangible property which cannot fairly 





















Bbe considered to have any actual situs— 


and even tangible property which has no 
permanent situs (202 U. S. 584)—are to be 
taxed at the domicil of the owner and 
there alone. The Court attempts to ra- 
tionalize this theory under the maxim, 
mobilia sequuntur personam, but it hardly 
needs to be repeated that this is an at- 
itempted rationalization of the irrational. 
It is really no more than a slightly dis- 
guised statement of the Court’s idea of 
policy. A summary statement of this policy 
is that the property should of course be 
taxed somewhere, but that it should be 
taxed only in one jurisdiction, and that 
the most desirable jurisdiction to impose 
the tax in such a situation is the domicil 
of the owner. 


Prophecy of what the Court is going to 
do next, particularly in view of the fact 
that it has habitually dodged the problem, 
at least so far as the business situs doctrine 
is concerned, is extremely hazardous. But 
it seems more rational, and possibly more 
accurate, to attempt such a prophecy on 
the basis of the policy actually adopted 
rather than on the Court’s pseudo- 
rationalization of such policy. Proceeding 
on this basis, the guess of the writer is 
that all credits, whether used in a business 
or not, will be subjected to taxation by 
the state of domicil of the creditor and by 
no other jurisdiction. If that is so, the 
business situs of the credits will be ignored 
and the doctrine of taxation of credits at 
their business situs is wholly dead. 


The principle of taxation solely at the 
domicil of the owner will apply to all other 
forms of intangible property, unless, per- 
haps, it can fairly be said in the particular 
case that such intangible property—usually 
in the form of good-will or the value of a 
going business—is substantially, and not 
merely theoretically, situated with the 
business which uses it as an asset. But 
here, too, it seems fairly clear that no 
multiple taxation will be permitted, so that 
the state of the domicil of the owner will 
be precluded from taxing such intangibles. 
Apparently, multiple property taxation, as 
between the states, is to be regarded as 
entirely done away with, and in the result- 
Ing situation the Court, except in very un- 
usual circumstances, is going to decide in 
favor of the state of domicil of the owner. 












































































DIGESTS OF ARTICLES ON TAXATION 


THE CORPORATE ENTITY AND 
THE INCOME TAX 


Maurice Finkelstein, Professor of Law, 
St. John’s University 


44 Yale Law Review, January, 1935, 
p. 436-455 


The courts have recognized the difficul- 
ties involved in establishing a working rule 
to determine in what cases the corporate 
entity will be disregarded in assessing the 
income tax. The Board of Tax Appeals 
has said that the “corporate entity will 
not be disregarded except in extraordinary 
circumstances.” It is commonly believed 
that disregard of the corporate entity pro- 
duces the larger tax collection. Frequently, 
however, the greatest tax can be collected 
only by rigid adherence to the separate 
personality of corporations; and, some 
judges who are apparently guided by the 
principle that maximum taxation is the 
greatest good have oscillated between one 
position and another as the cause of the 
tax collector required. The Supreme 
Court itself has not been consistent and 
has set up two conflicting lines of deci- 
sion resulting from its inability to arrive 
at a working rule with regard to the prob- 
lem of the corporate entity (262 U. S. 134 
(1923)). 


The recent effort of the Board of Tax 
Appeals in George H. Chisholm, 29 B. T. A. 
1334 (1934), to formulate a rule by which 
to determine whether a particular trans- 
action is with a real juristic person or a 
phantom entity is all the more welcome in 
view of the failure of the courts to provide 
an even partially satisfactory guiding prin- 
ciple. The Board tells us that if a corpo- 
ration is formed in the ordinary course of 
the taxpayer’s business and for the pur- 
pose of serving the proper ends of its com- 
mercial activity, then the corporate entity 
should be respected; but that if the corpo- 
ration is formed when the shadow of the 
tax hovers over the taxpayer and in a last 
minute attempt to avoid its blow, then the 
law will ignore the legal fiction of the cor- 
poration person. It is obvious that this 
looks in the direction of the motive of the 
taxpayer, so that if a corporation is organ- 
ized for the express purpose of avoiding a 
tax liability, and cannot be justified as a 
normal business act, the corporate entity 
will be disregarded. But even this rule, 
which commends itself to reason, has not 
been adopted by the courts. The notion 
persists in many decisions that a pattern 
of conduct mapped out by the taxpayer 
must be judged without regard to the mo- 
tive which led to its adoption. Neverthe- 
less, many courts seem to have been 
groping their way inarticulately toward some 
such rule. hus it has been held that a 
corporate entity will be disregarded where 
the corporation was created merely for the 
purpose of passing title and receiving pay- 
ment (29 B. T. A. 1 (1933)); that a transfer 
of property by a corporation to two of 
its stockholders in order for them, rather 
than the corporation, to fulfill a contract 
to sell property does not avoid the tax to 
be paid by the corporation (28 B. T. A. 
467 (1933)); that the corporate entities will 
be disregarded where a liquidating corpora- 
tion transfers its property to another cor- 
poration for the benefit of its stockholders 
(15 B. T. A. 115(1929)). 


On the other hand many cases refuse 
to disregard the corporate personality. 































For example, it has been held that where a 
corporation transfers its assets to a part- 
nership composed of its stockholders, a 
taxable transaction results (1 B. T. A. 896 
(1925)), and that a corporation formed 
simply for convenience, without any profit 
motive whatsoever, is nevertheless an en- 
tity separate from its stockholders (2 B. T. 
A. 715 (1925)). Unfortunately the grounds 
for excluding a case from a stated rule or 
including it therein do not lend themselves 
to scientific analysis. 
on the basis of adventitious facts does not 
lead to the establishment of rules or prin- 
ciples which can aid the treasury or the 
taxpayer in determining a course of con- 
duct. 
which will explain even most of the cases. 
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Distinguishing cases 


No guiding principle can be stated 


The difficulty of finding a consistent and 


satisfactory rule in the cases, leaves us 
with the problem of suggesting an ap- 
proach which will produce the necessary 
predictability so essential to fairness in 
taxation and at the same time avoid the 
sacrifice of governmental revenue to be de- 
rived from the income tax. The rendition 
of treasury rulings in advance of the adop- 
tion of plans would be at best a limited 
expedient. 
gard to corporate entity still remains. 


The essential problem with re- 


Of course, the position which we find 


implicit in the opinions of Judge Learned 
Hand—to resolve all doubtful cases in favor 
of the government (42 F. (2d) 833 (1930)) 


—would, in a sense, circumvent this neces- 


sity. And whether or not Judge Hand’s 


opinions have been correctly analyzed, a 
strong case may be stated in support of 
that view. 
iences and justifications, however, the sug- 
gestion has its dangers, its element of 
unfairness and even of uncertainty. The 


Despite its practical conven- 


very fact that the case is doubtful means 


that it is possible that the taxpayer should 
have been exempted from the tax. 


More- 
over, it is not always clear whether a case 
is doubtful or not. 

Another possibility would be the adop- 
tion of the test enunciated in the George 
H. Chisholm case, namely, that recognition 


as a separate legal entity for taxation pur- 
poses should be accorded only to those 


business units organized in the course of 
normal business or made necessary by 
ordinary business convenience.. Business 
convenience and business custom are ex- 
tremely nebulous concepts. Business men 
cannot agree on questions of this character 
and it is difficult to imagine the courts 
and the taxing officials having harmonious 
views with regard to business convenience. 

Inadequate as the foregoing test must 
be considered, nevertheless the case which 
enunciated it contained language and em- 
bodied a point of view which suggest a 
considerably more promising approach. 
The Board of Tax Appeals was obviously 
attempting to formulate as standard which 
would take the taxpayer’s motive into ac- 
count. This would involve a reversal of 
the existing judicial attitude, but at the 
same time it would give to the treasury 
a fixed principle with which to operate in 
cases involving corporate personality. The 
determination of motive, moreover, is a 
question of fact; and if not entirely devoid 
of supporting evidence, the administrative 
ruling would not be subject to judicial 
review. Of course, there will always re- 
main doubtful cases but it seems possible 
that the quantity of uncertainty under this 
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criterion may prove to be smaller than 
under the other proposals. 





THE SUPREME COURT AND THE 
TAXING POWER OF THE 
STATES—1933 TERM 


Osmond K. Fraenkel, of the New York Bar 


4 Brooklyn Law Review, December, 1934, 
p. 123-138 


Decisions under the Commerce Clause. 
Six cases dealing with this subject rested 
upon the well-settled principle that a state 
may tax property which has come to rest 
within its borders whether or not it has 
just been imported or is about to be ex- 
ported, so long as the property, while it is 
within the state, is subject to the complete 
control of the person liable to the tax, and 
so long as the tax itself is not discrimina- 
tory. These cases were State of Minnesota 
v. Blasius, 290 U. S. 1, Johnson Oil Refining 
Company v. Oklahoma, 290 U. S. 158, Federal 
Compress & Warhouse Company v. McLean, 
291 U. S. 17, Chassaniol v. Greenwood, 291 
U. S. 548, Monamotor Oil Company v. John- 
son, 292 U. S. 86, and Magnano Co. v. Hamil- 
ton, 292 U.S. 40. 

Impairment of Contracts. Only one case 
dealing with this subject was decided. 
This was Puget Sound Power & Light Com- 
pany v. Seattle, 291 U.S. 619, where the court 
pointed out that it was well settled that the 
granting of a franchise did not imply that the 
state surrendered any of its power to tax 
the privilege of doing business thereunder. 

Government nnatotenage goa In Trotter 

State of Tennessee, 290 U. 354, lands 
oamainiied with money receiv a from the 
United States by the guardian of a dis- 
abled veteran were held taxable. In Fed- 
eral Compress & Warehouse Company v. 
McLean, 291 U. S. 17, the assertion of im- 
munity by a private warehouse on the 
ground that it was licensed under the 
United States Warehousing Act was over- 
ruled. The court said that even though 
the United States government reserved 
rights of regulation the state tax was valid 
because it in no way interfered with these 
rights. In Standard Oil Company of Calif- 
ornia v. State of California, 291 U. S. 242, 
a state sales tax on gasoline sold at a 
United States military reservation located 
in the state was held invalid on the ground 
that the cession of a reservation to the 
United States automatically places it out- 
side the operation of any state laws. In 
Trinityfarm Construction Company v. Gros- 
jean, 291 U. S. 466, the court disallowed 
exemption from the state gasoline tax 
which was claimed on the ground that the 
gasoline was used in connection with a con- 
struction contract made with the United 
States. 

Equal Protection. An interesting case, 
Puget Sound Power & Light Co. v. Seattle, 
involves the right of a city to engage in 
competition with a private business, and 
to tax that business while not itself paying 
any tax. The decision was based upon the 
proposition that there was such a difference 
between public and private business as to 
make the equal protection clause inappli- 
cable. It is a substantial victory for the 
advocates of municipal ownership. Under 
this decision it is conceivable that a munici- 
pality may, by its taxing power, absorb 
the property and franchises of privately 
owned plants on terms much more favor- 
able than might be obtained if the city 
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could resort only to condemnation or to 
prolonged and perhaps dangerous price 
cutting. 

Most of the other cases dealing with the 


|equal protection clause follow well- ey 4 


ed principles (290 U. S. 169; 292 U. S. 40). 
However, in the case of Concordia Fire In- 
surance Co. ¥v. Illinois, 292 U. S. 535, a 


| divided court rejected a tax on the ground 


that discrimination had been practiced in 
valuing certain assets. The minority opin- 
ion pointed out that the fire insurance com- 
panies had accepted a new privilege to do 
casualty business with knowledge that the 
tax would be imposed on net receipts from 
all sources and that, having made the 
choice to extend. their business accord- 
ingly they were in no position to complain 
of the tax. This appears more realistic 
than the bare statement of the majority 
that because net receipts are property they 
are subject to the same rules as are ap- 
plicable to property taxes generally. Here- 
tofore the court has for many purposes 
distinguished between excise and property 
taxes. It would be unfortunate to see that 
distinction disappear. 

Due process. In Johnson Oil Refining Co. 
v. Oklahoma, 290 U. S. 158, the Court re- 
jected a state tax on the entire fleet of 
tank cars owned by the plaintiff although 
at one tirme or another all of them were 
at the company’s refinery within the state. 
In the Puget Sound Case, the court rejected 
the contention of the power company that 
untaxed municipal competition violated the 
due process clause and therefore relieved 
the private company of obligation to pay 
a tax. In Utley v. St. Petersburg, 292 U: S. 
106, the Court held that an owner of prop- 
erty had no right to a hearing before the 
launching of a public improvement. Due 
process was satisfied if the owner was 
given a hearing either before the assess- 
ment or in proceedings instituted for the 
collection of the assessment. In A. Mag- 
nano Co. v. Hamilton, it was argued that a 
tax on butter substitutes was violative of 
due process because prohibitive in amount. 
The Court held that as the subject of the 
tax is within the lawful power of the state 
it was immaterial that the tax might be 
so excessive as to result in the destruction 
of plaintiff’s business. 

An interesting question remains unde- 
cided by the Supreme Court. New York 
claimed the right to collect from a resident 
an income tax upon the rent of real estate 
situated in another state. In the Matter of 
Pierson v. Lynch, 189 N. E. 684, the state 
court held this rent not taxable. The Su- 
preme Court dismissed a writ of certiorari 
as improvidently granted since it had not 
been expressly stated that the result in the 
state court was reached solely because of 
the United States Constitution and it was 
therefore possible that the state court had 
rested its decision upon the state con- 
stitution. To deprive a state of the right 
to tax the income of its residents from all 
sources (except those exempted by law) is 
to ignore the chief economic justification 
for a graduated income tax, namely, that 
it requires the citizens of a state to con- 
tribute to its maintenance according to 
their means. It is to be hoped that when 
such a case is properly presented to the 
Supreme Court it will apply to that case 
its often expressed view that an income 
tax, as an excise tax, depends, not upon 
the source of the income, but upon the 
residence of the taxpayer. 
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TAX EXEMPTIONS 
Harold Hughes, of the Chicago Bar 


13 Tennessee Law Review, February, 1935, 
p. 79-88 


The exemption of any property from 


taxation results in an increase of the tax } 


burden upon the remaining property, and ' 


where exemptions are not granted on some 
rational ground, the result can only be an 
inequitable distribution of the tax burden. 
From an examination of the annual reports 
of state tax commissions it is apparent that 
the general property tax base has been 
gradually narrowed year after year until 
the burden on the remaining property has 
become, in many instances, unbearable. 


Peesects belonging to any branch of gov- 
ernment and government instrumentalities 
are exempt from taxation on the so-called 
doctrine of implied prohibitions (4 Wheat. 
316), although Congress, the states or mu- 
nicipalities may permit the taxation of their 
property and instrumentalities. 


This exemption of public property from > 
taxation has received general support in§ 
the case of parks, court houses and post f 
offices on the ground that such property f§ 
is not used for purposes of profit but rather & distri 
It is also urged that no ing « 
gain would be made by the governments in f 


for public service. 


taxing themselves. There are numerous 
instances, however, where tax exempt prop- 
erty owned by one government and located 
within the borders of another government 
or tax district seriously reduces the tax 
base of the district in which such property 
is located. And such exemptions have been 
bitterly attacked where government owned 
public utilities compete with private indus- 
try. As for the tax-paying public, the tax 
burden is increased where a tax-exempt 
government-owned public utility supersedes 
a tax-paying private utility. Government- 
owned public utilities competing with pri- 
vate capital should be subject to taxation 
at the same rate payable by the privately 
owned utility. This would tend somewhat 
to equalize the burdens of the competing 
utilities. The only real solution to this 
problem of government-owned tax-exempt 
utilities is for governments to remain in 
the field of government and regulation 
alone, leaving the field of business to pri- 
vate enterprise. 


In the case of public bonds, their exemp- 
tion from property taxation can be justified 
not only on the theory of implied pro- 
hibitions but also on the ground that it 
enables governments to borrow at a low 
rate of interest. Tax-exempt securities, 
however, have, in the opinion of leading 
tax authorities, caused a shrinkage of larger 
incomes and the consequent loss of an- 
nual revenue by means of the surtax. It 
is also said the tax-exempt securities have 
caused state and municipal extravagance, 
and that such securities divert capital from 
productive to unproductive uses, with the 
result that private industry has_ been 
greatly handicapped. 


Tax exemption has always been granted 
to church property. Today religious bodies 
own considerable property which is not 
used for religious purposes. Necessary re- 
form could be brought about by exempting 
only that church property which is abso- 
lutely essential to the legitimate and 
proper functioning of the church. 


(Continued on page 187) 
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dle. Recess.—The Legislature of Alabama re- 
gov-f§ cessed February 8, 1935, until April 30, 
lities | 1935. 
— Cotton Factories.—S. B. No. 68 amends 
pete Sec. 3023 relating to the exemption from 
their [4 '@xation of cotton factories. 
Fire Arms.—S. B. No. 74 provides for a 
from tm license for dealers in firearms. 
ort in} Gasoline Tax.—y%H. B. No. 88 imposes 
post § a tax at the rate of 2¢ per gallon in addition 
perty FH} to all others now imposed on the selling, 
‘ather & ' distributing, refining, storing or withdraw- 
lat no F§ ing of gasoline or other motor fuel and 
nts in repeals Act 743, Laws 1931, and Act 324, 
erous [ff Laws 1932 each of which Acts imposed an 
prop- & additional 1¢ tax. Approved January 31, 
»cated HB 1935. 
nment - . * 
a Motor Vehicle Registration—H. B. No. 
»perty 162 exempts from the license tax all pas- 
> been fe Seuger vehicles owned and operated by the 
eis Federal Government or by officers and en- 
ee listed men. 
eigen H. B. 190 amends Act 66, approved Oc- 
1€ tax BH tober 10, 1932, providing for the registra- 
ra tion and licensing of motor vehicles. 
rsedes 
‘ment- Property Taxes—Exemptions. — H. B. 
+h pri- JB No. 14 authorizes the Tax Commission to 
xation |B exempt pulp and paper mills from state ad 
vately |B Valorem taxes. Passed House. 
lewhiat Property Taxes—Special Levy.—H. B. 
peting # No. 160 proposes a constitutional amend- 
o this §} ment authorizing each of the three school 
‘xempt H districts in Jefferson County to levy a spe- 
ain 11 Bi cial district tax not exceeding 30¢ on each 
alation [$100 worth of taxable property. 
ale Sales Tax.—H. B. No. 171 provides for 
a 3% gross sales tax. 
>xemp- 
ustified Tax Commission.—¥S. B. No. 24 creates 
d pro- [an appointive State Tax Commission of 
that it three members. Approved January 30, 
a low 91935. 
urities, 
leading ARIZONA 
f larger ‘ : 
rth Chain Store Tax.—H. B. No. 120 imposes 
of an ; . 
ax. It M2 chain store tax with rates of $2 to $400 
“5 have fm Pet Store. Passed House. 
aAgance, Gasoline Tax.—H. B. No. 136 exempts 
al ~~ kerosene from gasoline tax. Passed House. 
“~~ Gross Income Tax.—H. B. No. 74 and 
S. B. No. 63 levy a 2 per cent gross income 
© tax 
sranted sg 
- bodies Injunctions.—S. B. No. 47 prohibits the 
is not | issuing of injunctions against collection of 
sary re- taxes. 
mpting & Intangibles Taxes—Refunds.—H. B. No. 
: — 35 and S. B. No. 31 authorize refunds of 
e an 






taxes paid under the void Intangibles Tax 
Act of 1933. S. B. No. 31 has passed the 
Senate. 








*S. B. No. 85 extends the present sales 
= May 1, 1935. Approved February 20, 
1935. 


Utilities—H. B. No. 47 requires use of 
same figures for rate making and taxation 
purposes. 


Bg the above heading, report will 
be made of the introduction of and 
action taken on state tax legislation of 
importance to business interests. This 
section will be confined to pending bills 
in state legislatures, and the final report 
will be that of enactment, designated by a 
bold-faced star [%]. This feature is made 
possible through the facilities of the 
Commerce Clearing House Legislative 
Reporting Department, which furnishes a 
twenty-four hour reporting service on all 
subjects for all states. Copies of the text 
of any bill reported may be obtained for a 
service Charge of one dollar per bill. 


ARKANSAS 


Alcoholic Beverages—H. B. No. 
fixes schedules, licenses, etc. 
amendments and emergency 
House. 


Amusements—H. B. No. 238 taxes 
amusements for a free text-book fund. 


Chain Stores.—H. B. No. 246 imposes 
a chain store tax. 


Cigarettes.—S. B. No. 57 decreases the 
cigarette tax from $2.50 to $1.50 per 1,000. 
Passed Senate. 


Gasoline.—S. B. No. 265 makes gasoline 
tax rates in towns near state border the 
same as in adjoining state. Passed Senate. 

S. B. No. 260 authorizes tax refunds for 
gasoline evaporation. 

. B. No. 265 makes gasoline tax rates 
in towns near state border same as in ad- 
joining state. Passed Senate. 

H. B. No. 161 permits evaporation al- 
lowance for gasoline in tank car lots. 

B. No. 235 fixes zones near state 
borders in which gasoline tax rates may 
be changed. 

H. B. No. 271 exempts municipalities 
from gasoline tax and motor vehicle li- 
cense requirements. 

H. B. No. 301 allows tax adjustment for 
evaporated gasoline. 


Income Tax.—S. J. R. No. 3 proposes 
a constitutional amendment to exempt rural 
and urban homesteads from state and 
county taxes; for graduated taxes on real 
and personal property, incomes, gifts and 
inheritances; defines and levies excise, 
privilege and occupational taxes. 


%*H. B. No. 163 makes income tax re- 
turns due March 15 unless for illness or 
other good cause shown. Approved 
February 8, 1935. 

H. B. No. 208 repeals income tax exemp- 
tions as to corporations and reduces per- 
sonal exemptions. Passed both houses. 


H. B. No. 248 increases the tax rate on 
incomes of $25,000 or more to 10%. 


Inheritance Tax.—See 
S. 5. &. wa. F 


Insurance.—S. B. No. 155 creates a fire 
insurance rating commission and taxes 
premiums .4%. 


Luxuries.—H. B. No. 180 taxes luxuries, 
including soft drinks, photographers, beauty 
| parlors, etc. 
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Income Tax.—H. B. No. 176 levies a net 
income tax on corporations and individ- 
uals; corporate rate is 10 per cent; indi- 
vidual rates are graduated from 1 per cent 
to 20 per cent. 


Levies—School.—H. B. Nos. 51 and 100 
increase school levy from eal to $30 per 
capita. Passed House. 


Levies—State.—H. B. No. 52 limits state 
tax rate to 50 cents. 


Licenses—Architects.—S. B. No. 38 pro- 
vides for the examination and licensing 
of architects, assayers, engineers, and land 
surveyors. Passed House. 


Liquor Taxes.—S. B. 124 enacts a new 
liquor law with same fees as present law, 
but placing approval of licenses in hands 
of local authorities. Passed Senate. 


Luxuries Excise Tax.—S. B. No. 86 ex- 
tends the Luxuries Excise Tax to May 1, 
1935. Approved February 20, 1935. 


Luxury Excise Tax.—S. B. No. 88 re- 
enacts present luxury tax on tobaccos and 
liquor; $1 per mo. on pool tables and bowl- 
ing alleys and 25¢ to $2 on vending ma- 
chines. Passed House. 


Motor Vehicles.—H. B. No. 8 extends 
time for securing motor vehicle plates to 
March 1. Indefinitely postponed in House. 


Municipal Taxes—Liquor.—H. B. No. 81 
and S. B. No. 62 permits cities to impose a 
tax on liquor. S. B. No. 62 has passed 
Senate. 


Poll Tax.—S. B. No. 5 abolishes poll 


“Income Tax,” 
taxes. Passed Senate. 


Property Taxes—lInstallment Payments. 
H. B. No. 5 extends permanently provi- 
sions for semiannual payment of taxes. 
Passed House. 


Sales Tax.—S. B. No. 61 levies a 2 per 
cent sales tax with no exemptions. 
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Motor Vehicles.—S. B. No. 167 lowers 
fees on small busses and trucks and in- 
creases fees on large vehicles. Passed 
Senate. 

S. B. No. 181 makes uniform the licensing 
of operators. 

S. B. No. 249 authorizes municipal taxa- 
tion of motor carriers of persons or prop- 
erty for hire. Passed Senate. 

S. B. No. 252 fixes fees for trucks and 


trailers. Passed Senate. 
H. B. No. 152 licenses motor vehicle 
drivers. 


Music.—S. B. No. 263 taxes the right to 
collect royalties on music rights and copy- 
rights. Passed Senate. 


Occupational Taxes.—See “Income Tax,” 
S. J. R. No. 3. 

S. B. No. 184 authorizes municipalities to 
tax trades, businesses and professions. 


Oleomargarine.—%S. B. No. 146 taxes 
oleomargarine 10¢ per pound. Approved 
February 21, 1935. 


Property Taxes.—S. J. R. No. 1 proposes 
a constitutional amendment increasing the 
state school tax levy from 3 to 9 mills and 
reducing local school district minimum 
from 18 to 12 mills. Passed Senate. 

S. B. 218 regulates the sale of real and 
personal property for unpaid taxes. Passed 
with amendments by both houses. 

H. J. R. No. 14 provides for a consti- 
tutional amendment for a six mill school 
tax and reduces the district school tax 
maximum to six mills. 

*H. B. No. 76 provides for redemption 
of lands forfeited for 1933 taxes. Approved 
February 6, 1935. 

H. B. No. 258 provides for publication 
of delinquent real property lists. 

H. B. No. 270 fixes the time for attaching 
of liens for general and improvement dis- 
trict taxes. 

H. B. No. 303 regulates sale of lands 
forfeited for taxes. 


S. B. 416 provides for redemption of land 
sold for taxes. Passed Senate. 


Property Taxes—Exemptions.—See “In- 
come Tax,” S. J. R. No. 3. 


H. J. R. No. 13 provides for a consti- 
tutional amendment exempting homesteads 


to $1,500 and personalty to $50 from 
taxation. 


Property Taxes—Intangibles.—S. B. No. 
189 requires recording and taxation of 
notes. 


Property Taxes—Personalty.—H. B. No. 
19 provides for full settlement of personal 
taxes delinquent for years prior to 1935 
by payment of one year’s tax. Passed 
House. 

H. B. No. 257 provides for publication 
of delinquent personal property tax lists. 
Passed House. 


Road Tax.—H. B. No. 177 repeals Act 
580 of 1923 affecting the $4 per capita road 
tax. Approved February 16, 1935. 


Sales Tax.—H. B. No. 166 imposes a 3% 
sales tax. 

Severance Taxes.—S. B. No. 
bauxite 50¢ per long ton. 


S. B. No. 232 creates the office of sever- 
ance tax commissioner. 


147 taxes 





THE TAX MAGAZINE 


S. B. No. 269 amends Sec. 1 of Act 212 
of 1929 imposing a severance tax on certain 
products from State-owned lakes and 
streams. Passed Senate. 


Soft Drinks.—S. B. No. 136 taxes soft 
drinks. See also “Luxuries,” H. B. No. 180. 


Telephones.—S. B. No. 247 taxes tele- 
phone charges in excess of 5¢ at 3¢. 


CALIFORNIA 
Alcoholic Beverages.—A. B. Nos. 1873 
and 1874 relate to beer and wine licenses. 


S. B. No. 785 levies a tax of 2¢ to 3¢ a 
gallon on beer and wine and 40¢ per gallon 
on hard liquor. 


S. B. No. 359 sets up a graduated scale 


| for wine taxes. 


Amusements.—S. B. Nos. 703, 915 and 931 
tax theater and amusement admissions 10%. 


Bank Balances.—A. B. No. 1851 imposes 
a tax on bank balances of banks. 


Bonds.—A. B. No. 743 provides for the 
levy of a tax or registration fee on bonds. 


Chain Stores—A. B. No. 1593 taxes 
chain stores from $1 to $250 per store. 

S. B. No. 336 requires licenses for chain 
stores operating in more than one county 
and imposes a tax of $100. 

S. B. No. 337 and A. B. Nos. 2114 and 
2365 provide for the licensing of chain 
stores. 

S. B. No. 648 requires a license for the 
operation of stores. 

S. B. No. 729 imposes a tax on chain 
stores. 

S. B. No. 649 prohibits the formation 
of chain store corporations. 


Cigarettes.—S. B. No. 503 provides for a 
stamp tax on cigarettes. 


Common Carriers.—A. B. No. 1758 sets 
up a system of taxation for all common 
carriers. 


Franchise Tax.—A. B. Nos. 927, 1209, 
1854 relate to bank and corporation taxes. 

A. B. No. 1597 relates to the payment 
of the bank and corporation tax. 


A. B. No. 2223 provides for a franchise 
tax. 


Gift Tax.—A. B. Nos. 1210, 1853 and 2193 
provide for a gift tax. 

A. B. Nos. 1147, 1148, 1149 provide for 
the enforcement and collection of a gift 
tax at the same rates as the inheritance 
tax. 


Gross Receipts Taxes.—A. B. No. 900 
provides for an investigation and report 
on the subject of gross receipts taxes. 

A. B. Nos. 1240 and 1714 provide for a 
tax on gross receipts. 

A. C. A. No. 35 relates to a gross re- 
ceipts tax. 

A. B. No. 1234 amends Sec. 9 of the Act 
of May 15, 1933, relating to adjustment 
of gross receipts taxes. 


Highway Transportation—A. B. No. 
2018 relates to the rate of highway trans- 
portation tax. 

A. B. No. 1288 relates to gross receipts 
taxes on highway transportation com- 
panies. 

S. B. No. 379 defines terms in the high- 
way transportation Act. 


March, 1935 


, S. B. No. 524 amends the motor vehicle 
aw. 

S. B. No. 923 relates to the rate of the 
highway transportation tax. 

A. B. No. 2076 repeals the Act approved 
May 15, 1933 imposing a license fee for 


the transportation of persons or property 
for hire. , 


A. B. No. 1075 exempts from the trans- 
portation tax farmers hauling for each 


other. 

A. B. No. 459 amends the law imposing a 
license fee for the transportation of per- 
sons or property for hire. 


Income Tax.—A. B. Nos. 1855, 1857 im- 
pose a tax on the net incomes of busi- 
ness enterprises. 

A. B. Nos. 1649, 2222 provide for an 
income tax. 

A. B. No. 1182 and S. B. No. 783 pro- 
vide for an income tax in the amount of 
one third of the federal rates. 


Inheritance Tax.—S. B. No. 926 relates } 
to the exemptions and rates of inheritance ff 


tax. 


taxes. 
Insurance Companies.—A. B. No. 1900 





relates to the taxation of insurance com- 
panies. 


gallon to the gasoline tax. 

S. B. No. 911 increases the gasoline tax 
from 3¢ to 4¢ per gallon. 

S. B. No. 1064 relates to the motor ve- 
hicle fuel license tax. 

A. B. No. 810 increases the gasoline tax 
by one-half cent per gallon. 

S. C. A. No. 11 relates to the gasoline 
tax. 


S. B. No. 852 relates to the taxation of 
diesel fuel. 


Motor Vehicle Registration.—A. B. No. 
1767 relates to the registration and trans- 
fer fees for automobiles. 

A. B. No. 1200 requires the licensing 
of certain vehicles used in transporting per- 
sons or property for hire. 

A. B. No. 1274 relates to motor vehicle 
registration and license fees. 

A. B. No. 1635 relates to a tax clearance 
| by the assessor as a prerequisite for the 
registration of automobiles. 

A. B. No. 1963 taxes vehicles by weight 
and value in lieu of value. 





vehicles used for the transportation of 
property. 

S. B. No. 329 creates the office of Truck 
Commissioner and confers powers on the 
Railroad Commission in regard to the 
regulation of truck transportation. 

S. B. No. 288 imposes a fee of $10 an- 
nually on vehicles not propelled by 
gasoline. 

S. B. No. 837 increases the motor vehicle 
registration fee from $3 to $5. 

B. No. 784 provides for an additional 
registration fee for diesel propelled motor 
vehicles. 

S. B. No. 590 amends the law defining 
a motor transportation agent and licenses 
such agent. 


Motor Vehicles—Ad Valorem Tax.— 
A. B. No. 1224 levies an ad valorem tax 
'on motor vehicles. 





A. B. Nos. 868, 2183 relate to inheritance ' 


S. B. No. 885 requires the licensing of 
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Moving Pictures.—A. B. No. 1153 taxes 


motion picture films 1¢ a foot. 


A. B. No. 1472 creates a board of review 


empowered to license motion picture dis- 
tributors and exhibitors. 
A 


B. No. 1659 taxes motion picture 
films. 
A. B. No. 2167 imposes a license on 
moving picture distributors. 


Natural Gas.—A. B. No. 1029 imposes a 
tax on the transmission of natural gas by 


| pipe lines at the rate of %¢ per 1000 cubic 


feet per mile. 


Pipe Lines.—A. B. No. 1028 imposes a 
tax at the rate of 1%4¢ per barrel per mile 
on the transportation of oil by pipe line. 


Property Taxes—A. C. A. No. 43 
amends Sec. 7, Art. 13 of the Constitution 
relative to the payment of taxes in install- 
ments. 

A. B. No. 1034 extends the delinquent 
tax payment period to fifteen years. 

A. B. Nos. 1038, 1960 provide for a judi- 
cial review of assessments and taxes which 
are alleged to be illegal or erroneous. 

A. B. No. 1151 relates to the payment of 
taxes in installments. 

A. B. No. 1964 relates to the lien of 
taxes secured by real property. 

A. B. No. 1660 limits the amount of real 


} and personal property taxes. 
1¢ per & 


*%A. B. No. 11 requires the acceptance of 
county warrants as payment for taxes. Ap- 
proved February 2, 1935. 

A. B. No. 632 relates to the redemption 
of property sold for taxes. 

A. B. No. 1223 levies an ad valorem tax 
on all forms of property. 

S. B. No. 340 provides for the payment 
of taxes in installments. 

A. B. Nos. 1402-1462 provide for quarterly 
payment of taxes. 

A. B. No. 1476 establishes an assessment 


; code to consolidate and revise the law on 


assessing property for taxation. 

A. B. No. 1527 relates to the method of 
appraisement for taxation purposes. 

S. B. No. 584 relates to the assessment 
of property by the State Board of Equal- 
ization. 

A. B. Nos. 1246, 1247, 1248, 1249 relate to 
the assessment of property by the State 
Board of Equalization. 

A. C. A. No. 0038 relates to the payment 
of taxes in installments. 

S. B. No. 418 adds Sec. 3663c relative 
to correction of errors by the State Board 
of Equalization in assessments made by 
said Board. 


Property Taxes—Exemptions.—A. C. A. 


Nos. 37, 38, 40 propose constitutional 
amendments relating to property’ tax 
exemptions. 


S. B. No. 588 exempts from taxation 
personal property brought to California 
for display at fairs, etc. 

A. C. A. No. 42 provides for the amend- 
ment of Sec. 9a of Art. 13 of the Constitu- 
tion relating to taxes on unsecured real 
property. 

S. B. No. 838 exempts motor vehicles 
from an ad valorem tax. 


Property Taxes—Intangibles.—S. B. No. 
699 relates to taxation of credits, claims, 
debts, and demands due, owing or accruing 
for, or an account of money deposited 
with certain institutions. 


PENDING STATE TAX LEGISLATION 


Property Taxes—Personalty.—A. B. No. 
870 relates to tax on personal property. 

S. B. Nos. 551, 595, 867 provide for a 
tax on tangible personal property. 

A. B. No. 2242 requires the payment of 
personal property taxes by the insurer on 
property destroyed by fire. 

A. B. No. 1565 relates to the exemption 
of personal property from taxation. 

A. B. Nos. 1858, 2049 relate to the 
taxation of tangible personal property. 

S. B. No. 848 relates to levies on per- 
sonal property. 

A. B. Nos. 1271, 1273 provide for a tax 
on tangible personal property. 


_ Public Utility Services—S. B. No. 922 
provides for a 3% consumer’s tax on public 
utility services. 

A. B. No. 2192 taxes public utility serv- 
ice 3%. 


Railroad Commission.—S. B. No. 794 
relates to certain fees to be paid to the 
railroad commission by passenger stage 
corporations. 


Real Estate Transfers.—S. B. No. 939 
taxes real estate transactions 1%. 

A. B. No. 1850 imposes a tax on transfers 
of real property. 

A. B. No. 1901 relates to a tax on real 
estate transactions. 


Refunds.—A. B. No. 1138 prescribes the 
place of filing claims for the refund of 
taxes. 


Sales Tax.—A. B. No. 1871 relates to the 
collection of the sales tax. 

S. B. Nos. 710, 928 relate to rates and 
exemptions of retail sales tax. 

A. B. No. 2010 provides for a sales tax 
refund on relief work purchases. 

A. B. No. 1225 exempts food from the 
sales tax. 

A. B. No. 1230 amends Sec. 32 of the 
sales tax law, relating to penalties. 

A. B. No. 1231 amends the retail sales 
tax rate. 

A. B. No. 761 exempts foods and medical 
supplies from the sales tax. 

A. B. No. 445 provides for the exemption 
from taxation of the proceeds of the sale 
by the producer of gold and silver ex- 
tracted from the soil of this State. 

S. B. No. 995 exempts hospitals from 
the sales tax. 

A. B. Nos. 862, 869, 996, 1845 amend the 
present sales tax law. 


Securities—A. B. No. 1818 provides for 
a tax on the purchase and sale of se- 
curities. 

A. B. No, 750 taxes stock transfers 24% 
and bonds transfers 1% and exempts gov- 
ernment bonds. 

S. B. No. 395 imposes a tax of 3¢ per 
$100 on stock transactions. 


S. B. No. 241 levies a tax on the trans- 
fer of shares of certificates of stock. 


Severance Tax.—S. B. No. 912 provides 
for a 2% severance tax on natural resources. 

A. B. Nos. 871, 1095, 1910, 2022 provide 
for a severance tax. 


Tax Levy—yA. B. No. 89 legalizes 
bonds issued and sold, or to be issued and 
sold, by a municipality where authority for 
issuance has been given for such indebted- 
ness and providing for a tax levy. Ap- 
proved January 18, 1935. 
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Theaters.—A. B. No. 2095 imposes a 10% 
tax on theaters. 


Tobacco.—A. B. No. 2011, and S. B. No. 
880 impose a tax on tobacco products. 

S. B. No. 930 provides for a tobacco 
tax at the rate of 2¢ per package. 


COLORADO 


Alcoholic Beverages.—H. B. 603 and 667 
tax malt beverages and malt liquors. 

H. B. 666 taxes beverages containing 
3.2% of alcohol. 


Chain Store Tax.—H. B. 621 amends 
chain Store Act of 1934. 

H. B. 884, 1013 and 1016 require licenses 
for operation and maintenance of stores. 


Coal Tax—H. B. 736 and 738 impose 
a tax on coal. 


Drugs.—H. B. 886 and 897 impose an 
excise tax on the sale of drugs and drug 
products. 


Excise Tax.—H. B. 578 relates to col- 
lection of all excise taxes. 


Income Tax.—H. B. 487 
graduated net income tax. Passed House 
in Senate Finance Com. (In the last issue 
erroneously reported as having passed both 
houses.) 

H. B. 714, 716, 717, 718, 1028 impose a tax 
on income. 


Inheritance Tax.—y%H. B. 81 amends in- 
heritance tax law of 1927. Approved Feb. 
28, 1935. 


Insurance.—H. B. 438 imposes a 4% tax 
on life policies. Passed House. 


H. B. 654 licenses insurance agents. 


Intangibles Tax.—H. B. 864 imposes a 
tax on intangible property. 


Metal Mining.—S. B. 128 and 129 license 
and regulate metal mining. 


Motor Fuel.—H. B. 545, 546, 558, 579-584, 
592, 595, 597, 598, 611 and S. B. 659 and 660 
provide for the collection of a road and 
gasoline tax for use of the highways by 
transportors for hire. 

H. B. 758 relates to enforcement of the 
payment of motor fuel tax. 


Motor Vehicles—H. B. 571 and S. B. 
114 relate to the payment of’ delinquent 
vehicle taxes. 

H. B. 553 relates to collection of tax. 


H. B. 953 amends the law relative to 
the registration fee. 


Mutual Benefit Associations.—H. B. 895, 
896, 897, and 898 regulate, license and tax 
mutual benefit associations. 


Property Tax.—H. B. 744 and 746; S. B. 
446 and 450 provide for reduction of local 
property taxes. 

H. B. 832 and 1002 define taxable prop- 
erty and the method of assessment of 
mortgaged property. 

H. B. 680 concerns levy and collection 
of taxes and grants emergency relief with 
respect thereto. 


H. B. 772 relates to collection, tax cer- 
tificates, deeds and titles. Passed House. 

H. B. 986 compensates persons securing 
payment of delinquent taxes. 

H. B. 1001 concerns the collection of 
| taxes, acceptance of partial payments and 
of compromises on delinquent taxes. 


imposes a 
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Retail Sales Tax.—H. B. 853 imposes a 
tax on the retail sales of tangible personal 
property. 


Small Loans.—H. B. 587 and S. B. 597 


license small loan businesses. | 


Stock Sales.—H. B. 972 imposes an ex- 
cise tax on stock sales. 


Stock Transfer Tax.—H. B. 820 imposes 
a tax on stock transfers. 












CONNECTICUT 


Aircraft.—S. B. No. 289 fixes 2¢ gross 
load fee for aircraft; also license fees. 


Alcoholic Beverages.—S. J. R. No. 124 
authorizes return of unused portions of 
liquor permit fees. 

S. B. No. 238 imposes liquor license fees 
on hotels. 

S. B. No. 559 concerns a gross receipts 
tax on liquor sales. 


H. B. No. 1129 prevents chain liquor 
stores. 


Amusements.—S. B. No. 560 imposes a 
5% gross receipts tax on amusements. 

H. B. No. 542 increases amusement seat- 
ing capacity tax 25%. 


Bank Deposits.—S. B. No. 291 taxes 
banks 1 mill per $1 of their average com- 
mercial deposits, with certain exemptions; 
chargeable to depositors. 


Estate Tax—See “Income Tax,” S. B. 
No. 333. 


Gasoline—S. B. No. 87 increases the 
gasoline tax rate from 2¢ to 3¢. 


S. B. No. 475 imposes a Y%¢ tax on 
gasoline, for state parks. 






























pumps after May 31, 1937. 


Income Tax.—S. B. No. 90 incorporates 
the Unincorporated Business Tax law into 
a general tax act. 


S. B. No. 211 imposes a 2% net income 
tax on mercantile manufacturing, banking, 
and miscellaneous corporations, with same 
deductions as under Federal law. 

S. B. No. 214 imposes a graduated tax 
on average net income of corporations, 
individuals and fiduciaries. 

H. B. No. 512 imposes a state income tax 
on individuals. 

S. B. No. 333 repeals the estate penalty 
and choses in action tax and substitutes 
a 2% tax on incomes exceeding $200. 


Inheritance Tax—H. B. No. 299 re- 
quires persons claiming exemption from 
Succession Tax to file charters, etc., with 
tax commission. 

See also “Income Tax,” S. B. No. 333. 


Insurance.—S. B. No. 134 taxes domestic 
life companies 2% of net premiums. 


Machinery.—H. B. No. 729 taxes labor 
saving machinery to compensate for labor 
losses. 


Milk.—S. B. No. 278 prohibits resale of 
milk or cream except from registered pro- 
ducers, with further provisions for milk and 
cream used for manufactured products. 

B. No. 426 prohibits marketing of 
milk and cream from other states unless 
dairy is inspected by Connecticut author- 
ities. 

H. B. No. 427 fixes minimum prices for 
classes and markets of milk. 















































H. B. Nos. 239 and 622 prohibit curb 
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Motor Vehicle Finance Companies.— 
H. B. No. 1038 licenses motor vehicle 
finance companies. 


Motor Vehicles.—S. B. No. 91 amends 
the Bus Tax law to provide for tax on 
tangible property, deduction from a state 
tax of all local taxes paid, and for filing 
liens for the unpaid tax. 

S. B. No. 256 revises motor vehicle reg- 
istration fees; based on weight. 

S. B. No. 268 revises commercial motor 
vehicle registration fees; based on gross 
weight. 

S. B. No. 269 provides % the regular 
fee for commercial vehicles operating ex- 
clusively within municipal limits. 


S. B. No. 448 bases motor bus fees ex- 
clusively on seating capacity. 


S. B. No. 450 permits deduction from 
motor bus tax of gasoline taxes paid. 


H. B. No. 308 abolishes property taxes 
on motor vehicles and substitutes a 20 
mill tax on various percentages, accord- 
ing to age, of list values. 

H. B. Nos. 614 and 616 fix pleasure car 
fees at $10. 


H. B. No. 620 fixes pleasure car fees 
at $5. 


Nurserymen.—S. B. No. 436 imposes a 
$35 license fee on florists and nurserymen. 


Oleomargarine—S. B. No. 133 taxes 
oleomargarine 10¢ per pound containing 
certain fats or oils. 

H. B. No. 418 
margarine. 


H. B. No. 630 fixes license fee for sale 
of imitation butter at $6. 


Poll (Personal) Tax.—S. B. No. 8 and 
H. B. No. 306 repeal Chapter 64 of the 
Statutes imposing the poll (personal) tax. 

H. B. No. 991 imposes a $2 tax per per- 
son between ages 18 and 50. 


Property Taxes.—S. B. No. 377 permits 
certain persons in interest to pay taxes 
and obtain same lien as against owner as 
state had. 


S. B. No. 213 provides for uniform local 
fiscal year and tax due dates. 

H. B. No. 502 reduces interest rates on 
unpaid taxes. 

H. B. No. 738 abolishes Board of Equal- 
ization and transfers duties to Tax Com- 
missioner. 

B. No. 987 provides for review of 
assessments according to recommendations 
of special commission. 

H. B. No. 992 concerns property subject 
to tax. 

H. B. No. 993 concerns assessments. 

H. B. No. 1002 applies to situs and rules 
for valuation of property for taxation. 

H. B. 1003 concerns property tax col- 
lections. 


Property Taxes—Discounts.—H. B. No. 
998 allows up to 3% discounts for taxes 
paid in advance in discretion of local select- 
men. 


Property Taxes—Exemptions.—H. B. 
No. 216 exempts veterans of foreign wars 
from taxation. 

B. No. 302 repeals all exemptions 
from taxation of eleemosynary institutions. 


Property Taxes—Installment Payments. 
—S. B. No. 206 provides for 6% interest 


on delinquent taxes paid in 12 monthly 
installments. 


taxes certain oleo- 
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S. B. No. 212 allows agreements by local 
collectors for paying delinquent taxes with 
interest in installments over 5 years. 


Public Utilities —H. B. No. 1188 concerns 
the basis of public utility taxation in towns 
where located. 

H. B. No. 1100 concerns electricity. 


Railroads.—H. B. No. 503 permits deduc- 
tion of local taxes paid, from state gross 
earnings tax. 

H. B. No. 508 redefines gross earnings of 
railroads. 

H. B. No. 511 imposes a 3% gross earn- 
ings tax on steam and electric railroads. 


Sales Tax.—S. B. No. 210 imposes a 2% 
gross retail sales tax from July 1, 1935 to 
June 30, 1939; $500 exempted. 


S. B. No. 213 imposes a 2% gross sales 
tax on sales to consumers. 


H. B. No. 507 imposes a retail sales tax. 


H. B. No. 509 imposes a 2% state sales 
tax allocable to towns on basis of school 
attendance. 


_ Tobacco.—S. B. No. 542 concerns taxa- 
tion of cigarettes. 


H. B. No. 651 creates a tobacco control 
board (substitute bill to follow). 


DELAWARE 


Horse Racing (License).—S. B. No. 14 
amends the present law relating to race 
meets and imposes annual license fees from 
$3,000 to $5,000. Approved February 4, 1935. 


Liquor Control—S. B. No. 24 makes 


numerous changes in the Liquor Control 
Act. 


Local Option.—S. B. Nos. 34 and 45 pro- 
pose an amendment to Art. 13 of the Dela- 
ware Constitution relating to local option. 


Outdoor Advertising—H. B. 101 re- 
quires persons or firms placing billboards 
outside incorporated cities and towns to 
pay a license fee of $100. 


Personal Income Tax — New Castle 
County.—%H. B. No. 28 imposes an addi- 
tional personal income tax, effective for 
1935 and 1936. Rates are 1% up to $3,000; 
2% over $3,000 to $10,000 and 3% over 
$10,000. First return based on 1934 income 
is due March 15, 1935, on incomes in New 
Castle County. Approved February 4, 1935. 


S. B. No. 49 decreases the rates of tax 
provided for in the new income tax law for 
New Castle County. 

H. B. No. 93 increases from $1,000 to 
$2,000, exemptions for married couples 
under the New Castle County Income Tax 
Law. 

H. B. No. 86 amends the new income 
tax law for New Castle County by exempt- 
ing minors. 


Property Taxes—Exemptions.—H. BB. 
No. 57 exempts from taxation for a period 
of two years, new properties in Wilming- 
ton costing under $5,000. 

H. B. No. 61 exempts new industrial 
plants property from taxation in Clayton. 
Passed House. 

*H. B. No. 19 authorizes City of Dover 
to exempt certain industrial sites. Ap- 
proved February 4, 1935. 


Property Taxes—Liens.—H. B. No. 50 
amends the law relative to tax liens. 

H. B. No. 62 extends tax liens. Passed 
House. 
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Property Taxes—Valuation.—S. B. No. 


46 provides for a reduction in the valuation 


of real estate for assessment purposes. 


GEORGIA 


Alcoholic Beverages.—H. B. 270 legal- 
izes, regulates, controls the manufacture, 
sale, etc., of alcohol, repeals bone dry law. 


Amusements.—H. B. 306 taxes amuse- 
ment places. 

S. B. 118 imposes a tax of 5% on gross 
income of amusement places. 


Chain Stores.—H. B. 13 levies a tax on 
chain stores. Passed House, second read- 


} ing in Senate. 


Cigars.—H. B. 405 relates to the cigar 
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tax. 


Corporation Taxes.—S. B. 90 requires all 
corporations to return and pay taxes on 
all property in counties in which property 
located. 


Filling Stations——H. B. 550 repeals Sec. 
113, General Tax Act, taxing filling stations. 


Insurance.—H. B. 305 and 489 increase 
the tax on premiums. 


Intangible Tax—S. B. 97 defines in- 
tangible property and requires its return 
for taxation. 


Motor Carriers Tax Act.——H. B. 575 
amends and reenacts the motor carriers 
tax act. 


Motor Fuel Taxes.—H. B. 425 and 531 
provide for an occupation tax on motor 
fuel distributors so as to exempt munici- 
palities and counties. 


Motor Vehicles.—yH. B. 2 fixes passen- 
ger and truck license fees at $3.00. Ap- 
proved. 

%*H. B. 1 ratifies Governor’s order sus- 
pending collection of portion of license fee 
accruing since January 1, 1933. 


Old Age Pensions.—H. B. 91 and 92 
levy a tax to raise an old age pension 
fund. H. B. 91 passed House. 


Oleomargarine.—H. B. 392 imposes a 
tax on oleomargarine. 


Petrol Products.—S. B. 85 imposes. a tax 
on petroleum products. 


Property Taxes.—H. B. 12 proposes an 
amendment to the Constitution to allow 
classification of property for taxation. 
Passed House and Senate. 


H. B. 32 exempts $500 personal property. 
Passed House. 


H. B. 242, 251, 321 and 356 relate to 
redemption of property after tax sale. 
Passed House. 


H. R. 12 proposes a_ constitutional 
amendment exempting homesteads. 


H. B. 360 regulates manner of selling 
tax executions. 

H. B. 488 provides for the registration 
and release of property under tax liens. 
_ S. B. 136 amends constitution by provid- 
ing for a county school system supported 
by state and elimination of local school 
taxes. 


IDAHO 


Bees.—%S. B. Nos. 98 and 99 levy a tax 
of A oad colony on bees. Approved March 
, 1935. 
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_ Income Tax.—S. B. No. 97 authorizes 
inspection of income tax returns by public 
officials. 

H. B. No. 377 increases tax rates on net 
income. Passed House. 


‘ S. B. No. 166 requires public officials to 
pay income taxes. Passed Senate. 


Inheritance Tax.—S. J. M. No. 4 provides 
exemption for estates of $50,000 or less and 
graduates tax on excess up to a rate of 95 
per cent on all over a million and permits 
payment in kind. Passed Senate. 


Intangibles Taxes.—H. C. R. No. 9 pro- 
vides for a committee to place a tax on 
intangibles. Passed House. 


Licenses.— % H. B. No. 83 requires auto- 
mobile dealers to obtain a license for each 
separate town. Approved February 19, 
1935. 

H. B. No. 99 requires nurserymen and 
florists to secure licenses and post bond. 
Passed Senate. 


H. B. No. 196 licenses farm 
dealers. Passed Senate. 


Mineral Lands.—H. B. No. 110 provides 
for taxing mineral lands at one dollar per 
acre. Passed House. 


Motor Vehicles.—S. B. No. 
the Motor Vehicle 
Passed Senate. 


*S. B. No. 1 provides for drivers’ li- 
— with fee of $1. Approved March 
5, 1935. 


Property Taxes.—yxH. B. No. 6 extends 
time for redemption from assessments 
made for special improvements. Approved 
February 15, 1935. 

H. B. No. 41 provides for a rebate of 4 
per cent if paid in full before fourth Mon- 
day in December and 2 per cent if paid 
in two installments. Passed House. 


H. B. No. 122 exempts disabled veterans 
from tax. Passed Senate. 


H. B. No. 132 provides for the assess- 
ment of personal property taxes on prop- 
erty processed or manufactured within the 
State after the second Monday of January. 
Passed House. 

H. B. No. 139 permits increased levies for 
high school tuition charges. Passed House. 

S. B. No. 39 exempts improvements on 
“—— to the value of $500. 


ILLINOIS 


Chain Store Tax.—H. B. No. 224 provides 
for a tax of $1 for the first store; $100 
for 2 to 4 stores, $300 for 5 to 10 stores; 
$1,000 for all stores in excess of ten. 


Gasoline Tax.—H. B. No. 195 provides 
for the setting aside of certain motor fuel 
funds to pay refunds for city paving. 

H. B. No. 196 provides for the setting 
aside of portions of motor fuel fees for 
secondary roads. 


Grain Futures.—S. B. No. i115 imposes 
a grain futures tax of 5¢ per each $100 of 
sales, handled by means of stamps and pro- 
ceeds to go to occupational tax fund. 


Income Tax (Gross).—S. B. No. 154 pro- 
vides how money from gross income tax 
shall be distributed among schools. 

S. B. No. 155 reduces school taxes by 
amount received from gross income tax. 

S. B. No. 156 imposes a tax of % of 1% 
on the gross income of every person (in- 
cluding corporations and firms) residing 
within or receiving gross income within 
this State. 


License Taxes (Filling Stations).—H. B. 
No. 169 gives cities and villages power to 
license filling stations based on footage. 


Motor Vehicles.—S. B. No. 102 requires 
motor trucks from other states to pay fees 
if operating over regular routes and mak- 
ing more than one trip into Illinois during 
the year. 

H. B. No. 253 permits the splitting of 
auto license fees and makes provision for 
two sets of plates to indicate full and 
partial payments. 

H. B. No. 269 reduces fees for motor 
vehicle registration. 

H No. 294 amends the motor ve- 
hicle law relating to trucks to require 
interstate companies to file bonds. 

H. B. No. 305 regulates trucks and car- 
riers. Requires a $10,000 liability bond and 
gives Commerce Commission wide powers 
to regulate. 

H. B. No. 321 fixes auto license fees 
at $5. 


Old Age Pension.—H. B. No. 263 pro- 
vides for a 1% mill tax levy on each dollar 
for old age pensions. 


Pipe Lines (Natural Gas).—S. B. No. 184 
imposes a tax upon pipe line. companies 














produce 


137 amends 
Registration Law. 


B. No. 41 provides for 8 per cent | Selling natural gas within Illinois at the 
interest on delinquent taxes.. Vetoed by | tate of 10¢ per cubic feet. 
Governor. ; : Property Taxes—Collection—S. B. No. 
S. B. No. 80 provides for installment |147 authorizes collector to accept tender 
a egg of delinquent taxes. Passed| when person or corporation tenders pay- 
enate. 


ment of back taxes with 50% of accrued 
interest and forfeiture fees, and accom- 
panies offer with affidavit showing non- 
payment to have been non-wilfull but 


S. B. No. 103 exempts homes to the value 
of $3,000 when owned and occupied by 
persons over 70 years old. 





*S. B. No. 105 prohibits removal of tim- 
ber when taxes unpaid. Approved March. 
5, 1935. . 


Property Taxes—Redemption.—H. B. 
No. 6 extends the time for redemption from 
sales made for special improvement as- 
sessments. Passed Senate. 


Sales Tax.—H. B. No. 225 provides for a 
retail tax of 2 per cent. 

Tobacco.—S. B. No. 18 imposes $5 annual 
license fee for selling tobacco in any form 
and prohibits billboard advertising. With- 
drawn. 


Utilities —H. B. No. 149 provides for a 
change in the amount of the kilowatt tax. 


unavoidable. 


S. B. No. 141 provides for the collection 
of real estate tax liens, after six months 
delinquency, out of rents or profits of the 
land. 


H. B. No. 209 provides that where a 
person or corporation tenders payment for 
all taxes and costs due for all years on 
real property with 50% of accrued interest 
and forfeiture fees and accompanies offer 
with affidavit, collector shall accept. 


H. B. No. 230 provides that the lien for 
delinquent taxes may be enforced at any 
time after six months from the date of 
delinquency. Also provides for the ap- 
pointment of receivers. 
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Property ‘Taxes—Delinquent Dates.— 
S. B. No. 118 amends the Revenue Act and 
fixes penalty dates in June and September. 

H. B. No. 55 extends the time to turn 
over tax books. 


Property Taxes—Exemptions.—S. B. No. 
86 withholds exemption from taxation to 
educational institutions if school advocates 
overthrowing of government. 


Property Taxes—Levies.—S. B. No. 45 
prohibits the county clerk from fixing a tax 
rate which will produce more — than 
average necessary costs, as fixed by the 
State Tax Commission. 


S. B. No. 50 requires cities to reduce 
tax levies for public benefits by amount 
of motor fuel tax allotment. 


*S. B. No. 89 validates certain township 
high school tax levies. Approved on 
February 16, 1935. 


*S. B. No. 90 authorizes township high 
school boards to levy or relevy taxes. 
Approved on February 16, 1935. 


S. B. No. 103 permits park boards to 
acquire recreational and community centers 
with one mill special tax if authorized by 
referendum. Passed Senate on February 5 
and House on February 19, 1935 


S. B. No. 113 permits additional levy 
by sanitary districts, not to exceed % of 
1% of property valuation to pay final judg- 
ments. 


S. B. No. 117 places total blind relief 


on State and increases State property tax 
from 1/10 to 3/10 mill. 


S. B. No. 121 authorizes counties not 
under township organization to levy addi- 
tional tax, not to exceed 15¢ on the $100 
valuation, for poor relief within county. 

S. B. No. 122 amends Cities and Villages 
Act to empower Chicago to make sup- 
plemental levy for 1935 poor relief. 


S. B. No. 123 authorizes townships in 
Cook County to make supplemental levy 
for poor relief up to first Tuesday in 1936. 
Amount of tax levied on property in Chi- 
cago to be paid over to city for relief pur- 
poses. 

S. B. No. 124 provides that county clerk 
shall extend supplemental levies for poor 
relief the same as other levies. 


S. B. No. 164 reduces maximum city and 
village tax rate by amount of special tax 
for firemen’s salaries. 

S. B. No. 165 provides special tax of 
4.2 mills for firemen’s salaries in municipal- 
ities between 25,000 and 150,000 and sets 
minimum salary at $175 monthly, 

H. B. No. 104 fixes salaries of police- 
men, in cities of 25,000 to 150,000, at $175 
a month minimum. Also provides mill levy 
to pay same. 

H. B. No. 
levies. 

H. B. No. 
school levies. 


H. B. No. 123 amends the law, in rela- 
tion to counties, to permit the levying of 
taxes for the payment of judgments. 

H. B. No. 151 permits the creation of 
recreational and community centers in 
parks and requires the submission to the 
electors of the question of levying a tax 
for same. 

H. B. No. 153 imposes entire blind pen- 
sion on State but leaves administration 
by counties. Increases State tax from 1/10 
of a mill to 3/10. 


107 validates certain tax 


108 validates certain high 
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H. B. No. 223 permits townships to levy 
20¢ on the $100 for poor relief. 


H. B. No. 252 provides for a minimum 
salary of firemen, in cities of from 25,000 
to 150,000, of $175 a month, and makes 
provision for an annual tax of 4.2 mills. 


H. B. No. 278 amends the tax levy Act 
to provide for levies made for the payment 
of firemen and policemen. 

No. 297 amends the non-high 
school Act to permit the submission of a 
referendum to increase the tax levy % of 
1% to pay tuitions. 

H. B. No. 312 provides that cities over 
100,000 may levy from % to 4% a mill for 
fire departments; in cities under 100,000, % 
of a mill. 

H. B. No. 318 amends the County Act 
to eliminate the necessity of building 
county insane asylums and increases the 
tax levy for county purposes from 25¢ to 
50¢ for 1935, 1936 and 1937, and thereafter 
at 40¢. 

H. B. No. 328 provides. a school tax levy, 
for counties other than Cook, of 1%, for 
educational purposes, and %% for building 
purposes. 

H. B. No. 329 provides for the adjudica- 
tion of tax rates before levies. 


Property Taxes—Miscellaneous.—S. B. 
No. 94 amends property assessment Act. 

S. B. No. 95 amends free school Act 
of 1909. 


Property Taxes—Personal Property As- 
sessments.—S. B. No. 142 validates assess- 
ment of taxes when entered in wrong 
column. Prohibits reduction of personal 
property taxes below fair and uniform tax 
upon all property actually owned by tax- 
payer on April 1. 

H. B. No. 212 would prevent the reduc- 
tion of personal property tax levies below 
a fair and uniform tax upon the taxable 
property owned by the taxpayer on April 1. 


Property Taxes—Protest Payments.— 
S. B. No. 143 amends law as to procedure 
when tax protest is made and 75% of tax 
sum must be paid. 

H. B. No. 211 amends the procedure 
with respect to the payment of taxes under 
protest and requirement that 75% of taxes 
be paid upon protest being made. 

No. 215 amends the Practice Act 
with relation to the sale of property and 
the readjustment of taxes and payment of 
refunds. 


Property Taxes—Refunds.—S. B. No. 138 
authorizes credits for taxes paid on exces- 
sive valuations on succeeding year’s taxes. 


S. B. No. 139 authorizes County Court 
to order refund of real or personal prop- 
erty taxes where property was twice as- 
sessed in same year or assessed before 
it became taxable. 

S. B. No. 140 provides that where taxes 
have been illegally paid, the amount il- 
legally paid will be abated the succeeding 
year. 

S. B. No. 146 provides for adding prior 
unpaid taxes to current taxes in Cook 
County. 

H. B. No. 207 authorizes credit on sub- 
sequent year’s taxes for taxes paid on ex- 
cessive valuations of real property. 

H. B. No. 208 provides for the abate- 
ment of taxes where tax rate held illegal. 

H. B. No. 210 makes provision for adding 
back taxes on property in Cook County 
to taxes of the current year. 
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Property Taxes—Tax Collectors.—S. B. 
No. 36 provides an additional fee of 1% 
to county collector and treasurer on install- 
ments of delinquent real estate taxes. 


S. B. No. 107 abolishes township col- 
lector in Cook county and gives duties to 
county collector. 

H. B. No. 35 fixes fees of county col- 
lectors at 1%, in addition to other fees, 
Companion bill to H. B. No. 34. 

H. B. No. 45, relates to collectors’ fees 
on delinquent taxes. 
H. B. No. 238 amends the tax law to 
provide that bonds of county collectors § 
shall be at least 5% of amount of taxes. 

Passed House on February 19, 1935. 


Sales Tax (Retailer’s Occupation Tax). 
—S. B. No. 182 provides that retail sales to 
charitable institutions are exempt from 
the Retailer’s Occupation Tax. 


H. B. No. 14, providing for the repeal of 
the Retailer’s Occupation Tax was tabled 
on February 13. 


H. B. No. 204 amends the Retailer’s Oc- 
cupation Tax to exempt sales of food, 
clothing, etc. to homes, hospitals or 
sanitariums controlled and operated not 
for profit by any fraternal beneficiary so- 
ciety. 

H. B. No. 275 amends the Retailer’s Oc- 
cupation Tax Act to eliminate the affidavit 
on monthly returns and the section per- 
taining to Emergency Relief. 


INDIANA 


Attorneys.—H. B. No. 128 provides for 
the examination and licensing of attorneys. 
Indefinitely postponed in House. 


Butter Subsitutes—H. B. No. 224 im- 
poses a tax of 15 cents a pound on sale 
of butter substitutes. 


Chain Store Tax.—%H. B. 407 amends 
the chain store tax, fixing double fee in 
cases of delinquency for 30 days or more. 
Approved March 9, 1935. 


Coal.—H. B. No. 72 imposes a tonnage 
tax on coal from strip mines. Indefinitely 
postponed in House. 


Furs.—%S. B. No. 5 licenses buying of 
fur skins. Approved January 30, 1935. 


Gasoline Tax.—yH. B. No. 91 amends the 
gasoline license fee law of March 8, 1933. 
Approved March 5, 1935. 


_ Income Tax.—H. B. No. 260 increases 
income tax rate to 1% per cent and further 
defines taxable income. 

S. B. No. 210 repeals the gross income 
tax law. 

H.B. No. 274 levies a general gross in- 
come tax of % per cent and 1 per cent on 
financial businesses. 

H. B. No. 283 same as 274 but with 2 
per cent on financial institutions. 


Inheritance Tax.—%H. B. No. 337 allows 
exemption from penalty for delinquent 
schedules if filed by January 1, 1936. Ap- 
proved March 7, 1935. 


Intangibles—H. B. No. 276 levies a tax 
of 50 cents on each $100 of bank stock. 
H. B. No. 277 increases present 

tangibles tax rate. 
H. B. No. 286 amends intangibles tax 
on building and loan associations. 
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Licenses.—S. B. No. 119 amends the law 
licensing brokers, carnivals, shows, etc. 

S. B. No. 161 licenses tourist camps— 
fees $5 to $20. Passed Senate. 


Liquor.—H. B. No. 267 prescribes quali- 
fications for permit to sell alcoholic 
beverages. 


Motor Vehicle Dealers.—%H. B. No. 147 
licenses dealers in used motor vehicles and 
used parts. Approved March 1, 1935. 

H. B. Nos. 166, 233, 237, 239, 266, 279 and 
152, 177 and 184 amend the 
motor vehicle registration law. Nos. 237 
and 239 passed House. 


Motor Vehicles.—H. B. No. 92 amends 
the motor vehicle license law of March 14, 
1925. Passed House. 


Poll Tax.—S. B. No. 36 exempts certain 
persons and classes from poll tax. Tabled 
in House. 

S. B. No. 82 exempts from poll tax 
those unable to pay and those incapacitated 
from engaging in gainful employment. 
| Withdrawn. 

Property Taxes.—H. B. No. 22 concerns 
advertisement and sale of delinquent lands 
for 1935 and 1936 taxes. Passed House. 

H. B. No. 155 concerns the date and man- 
ner of assessing personal property. 

*H. B. No. 285 amends the tax levy 
limitation law. Approved March 7, 1935. 

H. B. No. 186 authorizes county tax 
levy to aid universities. Passed House. 

H. B. No. 204 provides for the time 
of assessing real estate and hearing peti- 
tions for reassessment. Passed House. 

H. B. No. 259 abolishes state tax levy 
and limits local levies. 

H. B. No. 313 concerns the assessment 
of mortgages, etc. 

H. B. No. 333 provides for the collection 
of delinquent taxes. 

S. B. No. 142 provides for the payment 
of delinquent taxes. Passed Senate. 

S. B. No. 153 concerns the sale of prop- 
erty in satisfaction of the tax lien. 

*H. B. 403 authorizes tax levy to retire 


bonds on court houses. Approved Mar. 7, 
1935. 


Property Taxes—Exemptions.—S. B. No. 
23 prescribes certain exemptions from taxa- 
tion. Passed Senate. 


Sales Tax—H. B. No. 281 levies a two 
per cent retail sales tax. 


Theatres —H. B. No. 126 requires li- 
censes of moving picture and_ other 
theatres. Indefinitely postponed in House. 


Utilities —H. B. No. 172 provides for 
assessing utilities at figures used for rate 
making purposes. Indefinitely postponed 
in House. 


Warehouses.—H. B. No. 205 provides for 
the establishment of licensed warehouses 
for grain. Passed House. 






















































































































IOWA 


Chain Store Tax.—H. B. No. 77 and S. B. 
No. 42 levy tax on chain stores; license $3 
up; sales tax of %4 per cent to 5 per cent. 


gy ucmesieneny Amendment.—H. J. R. 

4 proposes constitutional amendment 

to imit tax rate to 1% per cent of assessed 
value. 
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Gross Income.—H. B. No. 101 levies one 
per cent gross income tax. 

Income Tax.—S. B. No. 71 reduces in- 
come tax penalty from 1 per cent to % 
per cent. 


Inheritance Tax.—H. B. No. 106 reduces 
interest penalty from 8 to 7 per cent. 
Passed House. 


Liquor.—H. B. No. 130 repeals liquor 
and beer laws and levies mulct tax on 
saloons. 


S. B. No. 58 authorizes local option for 
license for sale by drink. 

Motor Vehicles—H. B. No. 24 fixes $10 
license on half ton trucks. Passed House. 

H. B. No. 68 fixes a fee of $1 on half 
ton trailers. 


Municipal Licenses.—H. B. No. 124 au- 
thorizes a licenses on amusements 
—rates $2 to $20 


Poll Tax.—H. B. No. 83 repeals the city 
poll tax. 


Property Taxes.—H. B. No. 43 requires 
proof of tax payment on intangibles before 
judgment can be rendered. 


H. B. No. 49 includes tractors as taxable 
property. Passed House. 


H. B No. 58 exempts agricultural lands 
in municipalities from city road taxes. In- 
definitely postponed in House. 


H. B. No. 66 limits rate of tax on agri- 
cultural lands for school purposes. 


H. B. No. 88 and S. B. No. 53 grant 
homestead exemption up to $2,500. 


est on 1933 taxes. 
list his own property. 
law. 

tion. . Neo. 
killed in Senate. 


to levy one mill emergency tax. 
House. 


to increase improvement fund 


Passed Senate. 


tax rate to 3 per cent. 


sales of 50 cents or less. 


KANSAS 


funds. 


the imposition of an income tax which shal 
conform to federal statutes. 


comprehensibly. Passed House. 
H. B. No. 367 doubles the income ex 
emptions of the personal income tax. 


Inheritance Tax.—S. B. No. 113 relate 
to inheritance tax exemptions. 
Senate 


Approved February 18, 1935. 


H. B. No. 108 waives penalties and inter- 
H. B. No. 139 requires each taxpayer to 
‘S. B. No. 16 proposes tax receivership 


H. B. No. 19 and S. B. No. 8 exempt 
radio receiving sets in homes from taxa- 
B 19 passed House and 


S. B. No. 22 permits special charter cities 
Passed 


S. B. No. 23 permits special charter cities 
levies. 


Sales Tax.—H. B. No. 107 increases sales 


S. B. No. 69 prohibits passing of tax on 


Gasoline-—S. B. No. 266 and H. B. No. 
356 increase gasoline tax to 4 cents and 
diverts 25% to county and township road 


Income Tax.—S. B. No. 211 provides for 


B. No. 213 amends income tax law 


Killed in 


*S. B. No. 215 diverts the unclaimed and 
protested inheritance tax funds to state. 





Liquors and Malt Beverages.—S. B. No. 
177 and H. B. No. 246 legalize 3.2% alco- 
holic content of beverages and provide for 
optional local administration. 

S. B. No. 221, establishes a malt tax and 
a tax on malt beverages. 


S. B. No. 265 provides for an excise 
tax of 25% on all malt for beverage pur- 
poses. 


Motor Vehicles.—S. B. No. 188 makes 
motor vehicle licenses due within 30 days 
after the purchase of cars. 

H. B. No. 176 provides for forfeiture 
and application of 90% refund of ton mile- 
age tax. Killed in House. 

H. B. No. 186 provides that 100% refund 
be forfeited and same be deposited against 
ton mileage tax. 


Oil Production Tax.—S. B. No. 254 im- 
poses an oil production tax of 2% of value. 


Property Taxes.—S. B. No. 132 relates 
to the assessment of real estate for taxa- 
tion purposes. 

S. B. No. 241 provides for a tax levy of 
4 mills on intangible property in Wyan- 
dotte County. 

S. B. No. 246 provides for the collection 
of delinquent taxes according to tax situs. 

S. B. No. 256 fixes the county tax rate 
at from three mills to one and six-tenths 
mills according to valuation. 

*H. B. No. 24 provides regulations for 
certain tax listings. Approved February 
5, 1935. 

H. B. No. 263 authorizes advance in- 
stallment payments of taxes to extent of 
80% of previous years’ total. 





Property Taxes—Exemptions.—S. C. R. 
No. 7 proposes a constitutional amendment 
for homestead exemption of $5,000. 

_H. C. R. No. 17 provides for a constitu- 
tional amendment for a tax exemption of 
homesteads valued up to $3,500. 

H. B. No. 158 repeals provision exempt- 
ing fraternity houses from _ taxation. 
Passed House. 


_ H. B. No. 167 repeals provision exempt- 
ing municipal cemeteries from taxation. 
Passed House. 

S. B. 256 fixes the county tax at from 3 
mills to 1 6/10 mills according to valua- 
tion. Passed Senate. 


*H. B. No. 15 provides for redemption 
of land bid off by county for non-payment 
of taxes. Approved February 25, 1935. 


Public Utilities—H. B. No. 289 provides 


for a three-fifths of one per cent tax on 
gross income of utilities and carriers. 


Sales Tax.—S. B. No. 264 provides for a 
sales tax of 2% and exempts commodities 
already taxed. 

S. B. No. 267 provides for a graduated 
sales and gross receipts tax on all business 
1| operated for profit. 

H. R. No. 11 defers action on sales taxes 
pending. 

b H. B. No. 229 provides for a graduated 
sales tax on all businesses. 








s 
KENTUCKY 


Legislature called to meet in 2nd Special 
Session, on February 8, 1935, to consider 
primary election laws. 
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LOUISIANA 


Governor’s Call.— Governor Allen called 
an extraordinary session of the Louisiana 
Legislature to convene for twelve days be- 
ginning February 26, 1935, and ending at 
12 o'clock p. m. on Saturday, March 9, 1935. 
The call, in general, was broad enough to 
permit action on almost any topic. 


Adjournment and Effective Dates.—The 
special session adjourned March 9, 1935; 
all laws enacted and approved become ef- 


fective twenty days from that date, or 
March 29, 1935. 


Alcoholic Beverages—ykAct No. 3 
amends the liquor license law, redefining 
wholesalers, further authorizing rules and 
regulations, further regulating affixing of 
tax stamps, audits of books, receipt of out- 
of-state shipments, and local licenses and 
taxes. Approved March 2, 1935. 


*% Act No. 17 provides for local option. 
Approved March 2, 1935. 


See also “General License Law.” 


All License Laws.—%H. C. R. No. 1 
authorizes the Governor to rebate all or 
any part of occupational license taxes (the 
governor has accordingly reduced state oil 
taxes from 5¢ to 1¢ until September 9, 
1935). Approved March 2, 1935. 


Franchise Tax.—y%Act No. 10 reenacts 
the corporation franchise tax law for the 
year 1935 without substantial change, ex- 
cept that it changes provisions as to allo- 


= of tax proceeds. Approved March 2, 
1935. 


General License Law.—yAct No. 5 
amends Secs. 2, 8, 9, 19, 13, sub-paragraph 
(c) of 16, 17, 20, 29, 38, 48 and 53 of Act 
15 of the Third Extra Session of 1934. 
Transients must pay fees within two days 
of commencing business; dealers in alco- 
holic beverages of over 6% are exempted 
from the wholesalers’ license tax; as to re- 
tailers, the requirement of a separate license 
for selling alcoholic beverages is removed; 
automobile storage is made subject to 
license under Sec. 10; Sec. 13 is made to 
apply to “distillers of alcohol,” and brewers 
removed from its provisions; in Sec. 16(c) 
a typographical error is corrected; the ex- 
emption of certain professions subject to 
the “omnibus clause” is revised; pool table 
fees are reduced from $15 to $5; .25 caliber 
guns and ammunition are exempted from 
Sec. 29; meat and fish storage warehouse 
fee is reduced from $50 to $25; the Gov- 
ernor is authorized to suspend Sec. 41 im- 
posing a license tax on petroleum refineries. 
Approved March 2, 1935. 


* Act No. 6 repeals Sec. 22 of the same 
Act, imposing license fees on wholesale 


beer, wine and liquor dealers. Approved 
March 2, 1935. 


Income Tax—yAct No. 21 amends 
Sec. 27(2) to exempt national and state 
banks which pay, or whose stockholders 
pay, other taxes on their shares, and build- 
ing and loan associations; civic and other 
eleemosynary corporations are only ex- 
empted if they do not engage in “influencing 
legislation”; Sec. 34 is amended to provide 
that railroads incorporated under the laws 
of more than one state shall be taxed the 
same as foreign corporations, and the defi- 
nitions of foreign and domestic corpora- 
tions deleted. Approved March 2, 1935. 











THE TAX MAGAZINE 


Kerosene.—yxAct No. 4 amends the pro- 
visions for farmers’ refunds of tax on kero- 
sene used in farm tractors to make the 
refund payable by the vendor of the kerosene. 
Approved March 2, 1935. 


Pin Games.—yxeAct No. 14 requires li- 
censes for pin games, etc., in restaurants, 
stores, halls, clubs, etc. Approved March 
2, 1935. 

Property Taxes.—ykAct No. 23 makes 
provisions effecting homestead exemptions 
from taxation. Approved March 2, 1935. 


Tobacco.—xxAct No. 7 amends the title 
and Sec. 6 of the tobacco tax law to pro- 
vide for duplicate invoices and records of 
tobacco shipments and for inspection 
thereof by the Supervisor of Public Ac- 
counts. Approved March 2, 1935. 


Utilities—ykAct No. 2 increases fees of 
public utilities for public service commis- 
sion. Approved March 2, 1935. 

* Act No. 11 amends Sec. 12 of the utili- 
ties gross receipts tax law to provide for 
venue of actions against utilities maintain- 
ing records in the state in the parish in 
which their resident agents are domiciled. 
Approved March 2, 1935. 


MAINE 


Chain Stores.—S. B. No. 251 repeals the 
exemption of gasoline stations in the chain 
store law. 

S. B. No. 375 provides for notice to 
nn store taxpayer by registered 
mail. 

H. B. No. 609 provides for a 50% increase 
of the chain store tax. 


Gasoline Tax.—S. B. No. 398 provides for 
a 5¢ gasoline tax to maintain market roads. 


Liquors.—S. B. No. 347 provides for a 
$300 license fee for malt liquor warehouses. 


Motor Vehicle Registration—S. B. No. 
64 fixes a flat fee of $5 for automobile 
licenses and changes registration date from 
January 1 to March 1. 

S. B. No. 289 provides that no part of 
automobile registration fees shall be re- 
bated. 

S. B. No. 298 defines and regulates auto- 
mobile dealers. 

H. B. No. 468 regulates credit on auto- 
mobile excise tax. 

B. No. 1180 establishes a uniform 
motor vehicle, operators and chauffeurs 
license act. 


Property Taxes.—S. B. No. 77 sets a 
one year limit for tax abatement appeals. 
Passed Senate. 

H. B. No. 693 revises the tax lien law. 


Sales Tax.—H. B. No. 1356 imposes a 2% 
general sales tax. 


MARYLAND 


Alcoholic Beverages.—H. B. No. 98 im- 
poses an excise tax of 6¢ per gallon on 
distilled spirits or liquors manufactured or 
distilled in Maryland but not sold or de- 
livered to retail dealers in the State. 


H. B. No. 100 amends Sec. 21 of Art. 2B, 
Annotated Code, eliminating the provision 
permitting existing chain drug stores to 
have more than one license. 


H. B. No. 111 reduces the excise tax 
on wines and liquors sold for retail in 
Maryland and places an excise tax of 20¢ 





March, 1935 


per gallon on such wines and liquors manu- 
factured in Maryland but shipped out of 
the State for sale. 

B. No. 115 exempts manufacturers 
of alcohol exclusively for industrial pur- 
poses from the requirement of securing 
licenses. 


Chain Stores—H. B. No. 57 includes 
gasoline filling stations among the mer- 
cantile establishments subject to additional 
license fees. 


Cigarettes—H. B. No. 194 levies a 2¢ 
tax on each package of 20 cigarettes. 


Gasoline—Motorboats.—H. B. No. 10 
exempts motorboats from the payment of 
the gasoline tax. Passed House February 
11, 1935. 

*S. B. No. 3 amends Sec. 219, Art. 56, An- 
notated Code (1929 Supplement) to exempt 
motorboats from payment of the gasoline 
tax. Approved. 





Motion Pictures.—S. B. No. 87 increases 
the license fee for the exhibition of motion 
pictures and imposes additional license 
fees for any person or corporation operat- 
ing and maintaining two or more places or 


theatres where motion pictures are ex- 
hibited. 


Motor Vehicle License Fees.—H. B. No. 
165 and S. B. No. 104 make the license fee 
on motor vehicles $2 instead of 32¢ per 
horse power. 

S. B. No. 35 adds a new class of trailers 
with one wheel for registration by the 
Commissioner of Motor Vehicles. Passed 
Senate. 

S. B. No. 84 amends Sec. 179, Art. 56, 
Annotated Code to provide that the num- 
ber plates or markers for each calendar 
year may be displayed and used until April 
1 of the following year. 

S. B. No. 85 reduces the fees for the 
registration of certain motor vehicles from 
32¢ per horse power to 20¢. 


Oleomargarine.—H. B. No. 110 imposes 
an excise tax on all margarine containing 
any fat and/or oil ingredient other than 
certain specified fat, such as oleo oil from 
cattle, etc. 


Property Tax—Exemptions.—S. B. No. 
59 grants exemption from taxation to cer- 
tain vessels in foreign and coastwise com- 
merce and to a certain large aircraft until 
December 31, 1945. 


Property Taxes.—H. B. No. 51 provides 
for extension of time for redeeming prop- 
erty sold for taxes and the method of re- 
demption. 

H. B. No. 122 and S. B. No. 76 fix the 
State tax rate for the years 1936 and 1937 
at 22¢ per year. 

S. B. No. 103 fixes the time for the next 
general assessment in 1937. 


Racing.—S. B. No. 14 reduces the license 
fee on racing, abolishes the tax on net reve- 
nue and increases the tax on all sums 
wagered on races from 1% to 74%. 


MASSACHUSETTS 


Liquor.—H. B. No. 1710 provides for 
appeals to alcoholic beverages control 
commission from refusal by local licensing 
authorities to grant certain licenses. 

H. B. No. 1711 provides for the issuance 
of licenses for the sale of alcoholic bever- 
ages to be drunk on premises in a number 
not greater than one license for each 2,000 
population. 
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Motor Vehicles——S. B. No. 393 revises 
the laws relative to the imposition of ex- 
cise taxes on motor vehicles. 


Property Taxes.—S. B. No. 390 provides 
for local taxation of certain tangible per- 
sonal property of corporations heretofore 
exempt from such taxation. 

S. B. No. 391 exempts certain additional 
property from taxation. 

S. B. No. 394 further regulates the rate 
of interest chargeable on unpaid taxes. 


MICHIGAN 


Alcoholic Beverages.—H. B. 152 imposes 
a10% tax on liquor sold to the state liquor 
commission. 


Bank Stock Tax.—H. B. 141 requires 
banks to pay personal tax on bank stock. 


Gasoline Tax.—S. B. 85 the 
gasoline tax to 4¢ per gallon. 


Insurance Companies.—H. B. 116 in- 
creases the rate of tax on foreign com- 
panies. 


Property Tax.—H. B. 129 provides for 
collection of delinquent taxes through cus- 
todians appointed by circuit courts. 

H. B. 121 allows local legislative bodies 
to prohibit tax sales in 1936 


Property Taxes—Delinquent.—H. B. 163 
permits deposits in closed banks to be 
applied on delinquent taxes. 


Property Taxes—Exemptions.—S. B. 7 
exempts property to $5,000 from taxation. 

H. B. 16 exempts homesteads of persons 
over 65 years of age. Passed House. 

Sales Tax—Exemption—H. B. 177 ex- 
empts persons doing less than $50 per 
month from sales tax license. 


_ Tax Commission.—S. B. 133 creates a 
State Tax and Revenue Commission. 


Tax Exempt Bonds.—H. B. 105 repeals 
the power to issue tax exempt bonds. 


raises 


MINNESOTA 

Chain Store Tax.—H. B. No. 217 and S. 
B. No. 13 increase the chain store tax rates. 

H. B. No. 316 levies tax on gas stations; 
rate $3 to $150. 

H. B. No. 372 and S. B. No. 440 extend 
present tax to filling stations. 

H. B. No. 475 adds restaurants, etc., to 
chain store tax. 


Gasoline Tax.—S. B. No. 402 includes 
kerosene and alcohol with gasoline. 


Gross Receipts Tax.—H. B. No. 216 and 
S. B. No. 213 provide for a gross receipts 
tax, 


Income Tax.—H. B. No. 295 increases in- 


come tax exemption for head of family to 
$2,400. 


Inheritance Tax.—H. B. No. 293 and S. 
B. No. 25 increase the rates to as high as 
60 per cent. 


Licenses.—H. B. No. 264 and S. B. No. 
232 license livestock buyers. 

H. B. No. 542 licenses frozen food manu- 
facturers. 


Motor Vehicles—H. B. No. 324 and S. 
No. 267 postpone due date for motor 
vehicle taxes to April 15th this year only. 


PENDING STATE TAX LEGISLATION 


H. B. No. 340 prohibits refunds for years 
prior to 1933. Passed House. 

H. B. No. 344 authorizes issuance of “in 
transit” permits to foreign dealers. Passed 
House. 


Property Taxes.—H. B. No. 350 changes 
percentages of assessed valuation. 

H. B. No. 378 and S. B. No. 344 exempt 
household goods and farm machinery. 

H. B. No. 444 and S. B. No. 459 propose 
constitutional amendment to abolish state 
tax levy and limit total levies. 

H. B. No. 367 and S. B. No. 369 provide 
for limiting and adjusting tax levies. 

B. No. 258 and S. B. No. 217 limit 
total property tax rates to 37% mills. 

H. B. No. 225 provides for 7 per cent 
interest on real estate taxes. Indefinitely 
postponed in House. 

S. B. No. 163 and H. B. No. 28 provide 
for assessment of logs, etc., where found 
on May Ist 

H. B. No "552 amends law relative to real 
estate tax liens. 

No. 553 provides for payment of 
delinquent taxes. 

H. B. No. 471 and S. B. No. 430 allow 
5 per cent discount for payment on or be- 
fore February Ist. 


Text Books.—H. B. No. 284 levies 15 per 
cent tax on text books. 


Tobacco.—H. B. No. 403 and S. B. No. 
417 levy tax of 10 to 20 per cent on tobacco. 


Utilities—H. B. No. 227 and S. B. No. 
246 exempt rural non-profit telephone com- 
panies from 4 per cent gross earnings tax. 

S. B. No. 366 levies tax of 5 cents per 
1,000 cu. feet on natural gas. 


MISSOURI 


Chain Stores—H. B. 5 provides for a 


tax on chain stores ranging from $25 to 
$200. 


Coal Severance Tax.—H. B. 322 imposes 
a severance tax of 25¢ per ton on coal taken 
from strip-pit coal mines. 


Franchise Tax.—H. B. 209 relates to the 
franchise tax on private corporations, re- 
peals Sec: 4641, R. S. 1929. 


Gross Income Tax.—H. J. C. R. 6 amends 
the Constitution by providing for a tax on 
gross incomes. 


Income Taxes.—H. B. 193 relates to in- 
come taxes. 


Inheritance Tax.—H. B. 192 relates to in- 
heritance taxes. 


Insurance.—H. B. 397 increases the tax 
on insurance companies from $200 to $400. 


Motor Vehicles.—H. B. 92 repeals Secs. 
7765 and 7766 Stats. concerning issuance 
of operators’ licenses. Passed House. 


Oleomargarine.—H. B. 310 taxes oleo- 
margarine 10¢ per pound. Passed House. 


Petrol Tax.—H. B. 255 concerns the tax- 
ation of all petroleum products but gaso- 
line. 


Property Taxes.—S. B. 57 repeals Sec. 
9950, Laws 1933 relating to collection of 
delinquent taxes. Passed Senate. 


H. B. 419, 420, 421 and S. B. 76 relate to 
assessment generally. 


H. B. 416 relates to taxable property, as- 
sessors and assessments. 
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H. B. 191 repeals the section fixing the 
general property tax rate at 5 

H. B. 101 relates to taxation of real es- 
tate, mortgages and liens. 


Sales Tax.—H. B. 198 imposes a 1% re- 
tail sales tax. 

H. B. 202 imposes a 2% retail sales tax. 

H. B. 352 imposes a 5% retail sales tax. 


Tobacco Tax.—-H. B. 369 provides for a 
tobacco tax. 


Utilities—H. B. 130 relates to taxes on 
hydro-electric plants. 


MONTANA 


Chain Stores—H. B. No. 233 provides 
for license fees for opening, establishing 
and operating one or more stores. Passed 
Senate. 


Electricity—H. B. No. 109 imposes a 
license tax on the gross proceeds of elec- 
tricity. Passed Senate. 

H. B. No. 173 provides for a license tax 
on electrical energy. 


Freight Line Companies.—x%xH. B. No. 
34 enacts new method of taxation of freight 


line companies by valuation of property. 
Approved Feb. 16, 1935. 


Gasoline.—S. B. No. 52 requires gaso- 
line dealers to file a bond conditioned for 
the payment of gasoline taxes. Killed in 
House. 

S. B. No. 58 relates to the payment of 
license taxes by gasoline dealers. Passed 
House. 

H. B. No. 126 provides for an additional 
license tax for gasoline dealers. 


Income Tax.—S. B. No. 89 relates to 
income tax returns. Passed House. 

H. T. No. 274 changes the law in regard 
to the levy and collection of income tax 
by eliminating the filing fee. 


Inheritance Tax.—%H. B. No. 80 pro- 
vides for a tax on direct and collateral 
inheritances. Approved February 22, 1935. 


Liquor.—H. T. No. 178 imposes an ad- 
ditional per barrel tax on beer. Passed 
House. 


Motor Vehicles.—H. B. No. 121 provides 
for the registration of motor vehicles. 


Property Tax.—S. B. No. 55 permits real 
property to be redeemed from tax sale 
by paying original tax on or before De- 
cember 1, 1936. Approved March 4, 1935. 

S. B. No. 59 fixes the time for the re- 
demption of property from tax sales. 
Passed Senate. 

S. B. No. 69, S. B. No. 98, H. B. No. 93, 
and H. B. No. 128 provide for a classi- 
fication of lands for taxation purposes. 
Passed Senate. 


S. B. No. 73 relates to the lien of per- 
sonal property taxes and defines priority 
of personal property taxes. Passed Senate. 

H. B. No. 78 establishes a new basis for 
the imposition of taxes on classified real 
property. 

H. B. No. 2 provides for exemption from 
taxation of property used for residential 
purposes. Passed House. 

H. B. No. 103 provides for a time and 
method of collecting taxes, interest and 
penalties thereon. Passed Senate. 
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*H. B. No. 105 fixes a time for making 
assessments. Approved February 16, 1935. 

H. B. No. 131 exempts improvements 
on land other than city and town lots | 
from taxation. : | 


H. B. No. 132 relates to exemption from 
taxation. 


H. B. No. 221 and H. B. No. 259 per- 
mit the payment of delinquent taxes by 
installment payments. 

H. B. 264 requires county assessors to 


make yearly valuation and assessments. 
Passed House. 


Sales Tax.—H. T. No. 210 provides for 
the enactment of a sales tax to replace the 
property tax. 


Utilities—H. B. No. 173 provides for a 
license tax on electric energy. Passed 
House. 


NEBRASKA 


Abstractors.—S. B. No. 180 provides for 
the licensing and registration of abstractors | 
of titles to real estate. 


Alcoholic Beverage Tax.—H. B. No. 448 | 
relates to the provisions of the Liquor Bill. 

S. B. No. 291 provides for a liquor sale 
commission to supervise the sale of liquor 
and collect a tax by the stamp method. 


Chain Store Tax.—H. B. No. 493 im- 
poses license store fees for one store, $2; 
two to five stores, $10 each; five to twenty 
stores, $50 each; over twenty stores, $250 
each. 


S. B. No. 139 provides for a chain store 
tax at the rate of $3 for a single store, 


with a maximum rate of $250 for over 20 
stores. 


Constitutional Amendment.—H. B. No. 
89 proposes constitutional amendments ex- 
empting homesteads from taxation. In- 
definitely postponed. 


Gasoline Stations—H. B. No. 361 im- 
poses an occupation tax of $100 on chain 
filling stations of five or more stations. 


Gasoline Tax—Bonds.—H. B. No. 491 
increases the bond from $2000 to $2500 
on dealers in motor vehicle fuels who are 
handling 200,000 gallons annually. 


Gasoline Tax—Distribution—H. B. No. | 
53 provides that three-eighths of State 
gasoline fund be remitted monthly to coun- 
ties for eradicating bindweed from roads. 
Indefinitely postponed. 


Gasoline Tax—Exemptions.—H. B. No. 
269 exempts from gasoline tax, fuels used 
for purposes other than in the operation 
of motor vehicles on the public highways. 


Income Tax.—H. B. No. 371 provides 
for a personal and corporate income tax, 
ranging from 1 to 4% for individuals, and 
4% for corporations. 


Insurance Companies.—S. B. No. 240 and | 
S. B. No. 268 provide that any nonresident 
stock company writing compensation in- 
surance in the State shall be taxed 2%. 


H. B. No. 657 provides that the occu- 
pation tax on life insurance companies 
shall be based on the gross premium re- 
ceipts. 

S. B. No. 141 imposes an annual tax on 
premium incomes of mutual and assess- 
ment companies doing a business in one- 





third or more counties. 


THE TAX MAGAZINE 


_S. B. No. 140 imposes a tax upon for- 
eign fire insurance companies doing busi- 
ness in the State. 


which foreign life insurance companies 
may do business in Nebraska. Indefinitely 
postponed. 


Livestock Sales—S. B. No. 317 relates 
to public livestock sales and increases the 
fee from $2 to $20. 

Malt Beverage Tax.—H. B. No. 318 im- 
poses a tax on malt beverages containing 
less than 3.2% alcohol by weight. 


Motor Vehicle Registration—S. B. No. 


| 336 provides rules and regulations govern- 


ing registration of motor vehicles by non- 
residents. 


H. B. No. 183 provides that there be no 


| reduction in renewal fee before July Ist 


and that the fee thereafter be 50% of the 
annual fee. Passed House. 


H. B. No. 151 same as H. B. No. 70 
and H. B. No. 80 prohibits issue or transfer 
of motor vehicle license where there is 
any delinquent personal taxes due on car. 


| Indefinitely postponed. 


S. B. No. 120 provides for the inspec- 
tion of commission trucks and cargo and 
imposes graded fees from one-half to three 
cents per mile. 


S. B. No. 102 creates a registration board 
of three members with power to license 
motor vehicle and aircraft and provides 
for mechanic’s fee of $5 with a renewal 


fee of $1. 

S. B. No. 5 makes automobile registra- 
tion fees delinquent, in counties over eighty 
thousand if not paid by February Ist be- 
ginning in 1936. 

H. B. No. 333 changes delinquency date 


|of annual renewal registration fees from 


March 1 to February 1 in counties over 


80,000. 

H. B. No. 364 provides that commercial 
trucks entering Nebraska be inspected and 
pay fees on a mileage basis. 


H. B. No. 481 provides for a uniform 
law for the licensing of chauffeurs. 


Moving Pictures.—H. B. No. 602 imposes 
a 10% tax on the gross income of moving 
pictures. 


Natural Gas—H. B. No. 362 taxes all 
natural gas running through the main line 
within the State at the rate of 5¢ per 1000 
cubic feet. 


Near Beer.—H. B. No. 318 imposes a 
tax on near beer at the rate of 50¢ per 
gallon. 


Property Taxes.—%S. B. No. 6 amends 
1933 Stats. Secs. 77-1959 and 15-812 relat- 
ing to delinquent taxes. Approved Febru- 
ary 16, 1935. 


H. B. No. 195 repeals the law requiring 


property taxes for road maintenance and 


improvements and directs payment from 
gasoline tax highway fund. 
postponed. 

H. B. No. 305 prohibits transfer of per- 
sonal property encumbered with a tax lien. 


Property Taxes— Delinquent Taxes.— 
S. B. No. 283 remits the interest and pen- 
alties of delinquent taxes if paid by De- 
cember 20th. 


Property Taxes — Exemptions.—H. B. 
No. 557 exempts from taxes all property 


| occupied for charitable purposes. 





| prohibiting an intangible tax levy. 
H. B. No. 658 provides conditions under | 


Indefinitely | 
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Property Taxes—Intangibles.—S. B. No. 
360 proposes a constitutional amendment 


S. B. No. 202 repeals the intangible tax 
law which was held invalid by the Ne- 
braska Supreme Court. 


Property Taxes — Limitations—H. B. 
No. 611 provides for a _ constitutional 
amendment to limit taxes to 1% of the ac- 
tual value. 

H. B. No. 546 introduces a constitutional 
amendment limiting the property tax to 1% 
of its true value. 

H. B. No. 413 provides a constitutional 
amendment limiting the amount of tax to 
10 mills on actual value. 


Property Taxes—Personal Property Tax 
Lien.—H. B. No. 276 makes personal prop- 
erty tax a lien from April 1 instead of 
November 1. 


























Sales Tax.—S. B. No. 137 provides for 
old age pension financed by 2% sales tax. 

H. B. No. 352 and H. B. No. 399 impose 
a 2% sales tax. 

H. B. No. 583 imposes a sales tax of 
not over 5%. 


Slot Machines.—S. B. No. 264 and H. B. 
No. 501 provide for the licensing of slot 
machines. 


Telephone and Telegraph Companies.— 
H. B. No. 499 imposes a 10% tax on gross 
operating receipts and allows exemption 
from all other taxes, except gasoline tax 
and special assessments. 


NEVADA 


Alcoholic Beverages.—H. B. No. 40 im- 
poses license fees on importers and whole- 
sale liquor dealers, and a gallonage tax on 
all intoxicants. Passed House. 


Gross Receipts Tax.—H. B. No. 25 im- 
poses a 3% gross receipts tax on busi- 
nesses. 


Insurance.—S. B. No. 7 amends the act 
to license and regulate insurance. _ 
*S. B. No. 8 amends acts referring to 


insurance agents. Approved February 19, 
1935. 


Oleomargarine.—S. B. No. 21 defines 
oleomargarine and imposes a tax of 10¢ 
per pound on substitutes therefor not made 
from certain oils or fats. Passed Senate. 


Poll Tax.—A. J. R. No. 1 proposes a 
constitutional amendment authorizing 4 
poll tax of $2 to $4 per poll. 


NEW HAMPSHIRE 


Banks and Insurance.—S. B. 3 amends 
Sec. 9, Ch. 70 P. L. relating to taxation 
of banks and insurance companies. 


Chain Store Tax.—H. B. 217 licenses 
retail outlets of foreign owned corpora- 
tions. 


Motor Vehicles.—H. B. 97 relates to ex- 
piration of licenses. ; 

H. B. 174 relates to licensing of repair- 
men. 


H. B. 208 and 280 relate to license fees 
for registration. 


Property Taxes.—S. B. 15 exempts new 
buildings for 5 years. 
. B. 92 relates to conduct of tax sales. 


(Continued on page 181) 
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Extracts from tax calendars in The Corporation Trust Company’s Corporation Tax Service, 
published by Commerce Clearing House, Inc. 


ALABAMA 
April 1 

Franchise tax: The franchise tax of domestic and 
foreign corporations is due on the first day of 
April of each year. 

License taxes: Any business iicenses commenced 
after this date in any year, the amount of the 
license or privilege tax being one-half of the 
year’s license or privilege tax, but the _ pro- 
visions of the business license tax law permitting 
the payment of a half-year license after April Ist 
do not apply to baseball parks. 

April 1-15 

Motor transportation companies: Every motor 
transportation company is required to file a mile- 
age statement with and pay a mileage tax to 
the Public Service Commission betwéen the 
first and fifteenth day of April each year. 


ARIZONA 
April 1——— 
Billiard table and bowling alley license fees due. 
Insurance business license taxes due. 
Pawnbroker’s license fees due. 
Theatre license fees due. 
April 15 
Gasoline distributor’s and consignee’s reports and 
taxes due. 
Gross income tax report and payment due. 
Luxuries excise tax report due. 
Motor vehicle carrier report and tax due. 
April 20 
Gross income tax delinquent. 
Motor vehicle carrier report and tax delinquent. 
April 25——— 
Motor fuel carrier’s report and any tax due. 


ARKANSAS 
April 10 
All persons and property not listed for assessment 
with the assessor on or before this day are delin- 
quent thereafter. If personal property taxes 
remain unpaid after this day, the tax collector 
may proceed to collect such taxes by garnish- 
ment if no other assets can be found. 
Personal property may be distrained for non- 
payment of property taxes at any time after 
this day. 
Property taxes of car companies not paid by this 
date are subject to 10% penalty. 
Third Monday—— 
Last day to pay first (25%) installment of prop- 
erty taxes. 
April 30 
Last day to make franchise tax report, when ex- 
tended the maximum of 60 days allowed by law. 


CALIFORNIA 
April 1—— 

Agricultural minerals and commercial fertilizers 
; ida report of sales due, and sales taxes 
due. 

Cattle dealers’ license fee due. 

Employment agency license fee due. 

Foreign cold storage meat dealer’s quarterly re- 
port due. 

Gasoline tax due; distributors required to make 
physical inventory. 

Motor vehicle registration fee reduced to 9/12 of 
annual rate. 

Sales tax quarter-annual return 
annual installment of tax due. 

April 10 

Kelp privilege tax due. 
April 15 

Gasoline distributor’s return due. 
April 20 

Remaining one-half of real property taxes delin- 

quent. 
April 30 
Fish canneries privilege tax due. 
Slaughter house monthly report due. 


and quarter- 





COLORADO 
April 1 

All personal property is assessed as of this date. 

All property tax returns must be filed between 
this date and May 20 of each year. 

Between this date and March 1 preceding, all 
stock, furniture, refrigerator, fruit, poultry and 
tank car companies are required to make a | 
property tax statement. 

Lien of general taxes for the current tax year 
attaches. 

Persons having no property to return must file a 
sworn statement to that effect between this date 
and May 1 if they have received a schedule 
from the assessor. 

April 10 

Class A private carriers must file a report and 
pay tax for preceding month, on or before this 
ate. 

Motor vehicle carriers must file a report and pay 
the tax for the preceding month, on or before 
this date. 

Liquor excise taxes for preceding month are due. 

April 15 

Coal mine 

not later 
April 25 

Coal mine 
this date. 

Gasoline tax due on or before this date. 

Report of motor fuel deliveries made during the 
preceding month required of all common car- 
riers on or before this date. . 

April 30 

Fiscal year, for annual corporation 

(franchise tax) ends on this date. 
April—Last Day. 

If entire annual tax is paid on or before this day 

no penalty is assessed. 


owners’ inspection tax must be paid 
than this date. 


owners’ royalty tax due on or before 


license fee 


April 10 

Lime kiln reports and fees due. 

Gasoline inspection fees and reports due. 
April 15 

Gasoline sales and storage reports and taxes due. 
April 30 

Fresh water fish dealers’ tax reports due. 

— transportation company mileage tax reports 

ue. 


GEORGIA 
April 1 
License fees upon bagatelle, billiard, Jenny Lind, 
pool or tivoli tables due. 
Motor carriers mileage tax due. 
April 3 
Malt extracts and malt products returns due. 
Soft drink syrups returns and taxes due. 
April 5 
Dealers and distributors of oysters and shrimp 
reports due. 
April 10 
Soft drink syrups returns and taxes delinquent. 
April 15 
Carbonic acid gas reports and taxes delinquent. 
Dairy manufacturing plants, dairy products, cream 
testers, etc., taxes due. 
April 20 
Gasoline reports and taxes due. 
April 30 
Last day for filing general property tax returns 
in Bibb County. 
Motor carriers monthly report due. 


IDAHO 
April 1 
Personal property coming into Idaho between sec- 
ond Monday in January and this date is as- 
sessed at its full cash value. 





CONNECTICUT 
April 1 
Last day for filing income tax return unless fiscal 
year ended between January 31 and April 1. 
Gasoline tax due from distributors. 
Cable, car, express, telegraph and telephone corpo- 
ration reports to Tax Commissioner due. 
Personal (poll) tax due in Manchester. 


DELAWARE 
April 1 
Franchise tax due and payable until July 1. 
Wilmington Board of Assessment will hear and 
determine appeals until April 15. 
Oyster fishing license due. 
Second quarterly installment of railroad tax due. 
Monthly alcoholic beverage report due. 
April 15 
Last day to post assessment in Kent County. 
Kent County Board of Assessment will sit and 
hear appeals until April 30. 
Last day to file alcoholic beverage report. 
Gasoline fillfng station report due. 
April 25 
Quarterly warehouse reports due. 
April 30 
Last day upon which the New Castle County 
Board of Assessment sits to hear appeals. 
Gasoline tax reports and tax due. 


DISTRICT OF COLUMBIA 
April 1 
Annual license tax for athletic exhibitions due. 
April 30 
Monthly gasoline tax report and tax due. 


FLORIDA 
April 1 
General property and intangible tax returns to 
county assessor due. 
All property taxes delinquent. 
Chain store license tax reduced one-half for re- 
mainder of tax year. 
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April 1-15 
Auto transportation companies file quarterly state- 
ment with and pay tax to the Department of 
Law Enforcement between these dates. 
April 10 
Monthly report of dealers in dairy products sub- 
stitutes due. 
Beer excise tax and report due. 
April 15 
’ Report and license tax of electric generating com- 
panies due. 
Gasoline dealers’ report and tax due. 
Electric light and power companies’ report and 
kilowatt tax due. 


ILLINOIS 
April 1 

Real and personal property, 
stock, assessed as of this date. 

Lien of real property taxes attaches. 

Every registered optometrist and apprentices must 
renew certificates by this date. 

Registered beauty culturists and apprentices must 
renew licenses by this date. 

April 15 

Fishing (Nets) license annual fee due. 

Mussel license annual fee due. 

— products inspection fees for February 

ue. 

ge occupation (sales) tax reports and taxes 

ue. 

Alcoholic beverage tax return of manufacturers 
and importing distributors due between first and 
fifteenth of each month. 

April 20 

Last day for distributor of motor vehicle fuel to 
make monthly return and to pay tax. 

Last day for non-distributors to file monthly motor 
vehicle fuel report and pay tax. 

Last day for registered brokers to make return 
of sales of motor fuel. 

April 30 

Fish dealer’s annual license fee due. 

Railroad reports of new construction, changes in 
right of way, and rolling stock, due. 


including capital 
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Last day for carriers to file monthly report of 
motor fuel delivered previous month. 

All licenses (except park retailer’s licenses) to 
sell alcoholic beverages, including non-beverage 
user’s licenses, expire on this date. 

Public accountants must renew ceftificates of reg- 
istration by this date. 


INDIANA 

April 1 

Semi-monthly payment of excise taxes on malt 
products and alcoholic beverages due. 

First Monday 











First meeting of State Board of Tax Commis- 
sioners. 
April 10 
Petroleum oils inspection fees due. 
April 15—— 


Bank and trust company reports due. 
Quarterly return and payment of gross 
tax due. 
Semi-monthly payment of excise taxes 
products and alcoholic beverages due. 
Imitation condensed milk tax due. 
Common carriers’ gasoline reports due. 
April 20 
Bank and trust company taxes and building and 
loan association reports and taxes due. 
Money lenders’ (small loans) licenses renewable. 
April 25 
Gasoline dealers’ 
April 30 
Steam railroad companies subject to forfeiture of 
charter for failure to report to Public Service 
Commission. 


income 


on malt 








reports and taxes due. 





IOWA 
April 1 

General property taxes (first half) are delinquent 
if not paid to county treasurer annually before 
this date, and penalties are imposed. 

Income tax returns based on calendar year must 
be filed with State Board of Assessment and 
Review on or before this date. Also, all in- 
come taxes amounting to $10 or less and one- 
half of all income taxes over $10 must be paid 
to State Board of Assessment and Review on 
or before this date. 

First Monday 

Property tax: Local board of review meets on this 
date to hear complaints and adjust assessments. 











April 20 : 
Last day to file quarterly retail sales tax return 
with and to pay quarterly retail sales tax to 


State Board of Assessment and Review. 


KANSAS 





April 1 
Motor vehicle registration fees reduced to 75 per 
cent of annual fee. 
Second Monday—— 
State Tax Commission convenes for assessment of 




































telephone, telegraph, pipe-line and_ electric 
power companies. 
April 10 
Cigarette retailers’ reports due. 
Oil inspection reports due. 
April 15 
Butter manufacturers’ tax due. 
Ice cream manufacturers’ tax due. 
Milk condenseries’ tax due. 
April 20 
Property tax returns of car companies due. 
April 25 











Gasoline reports and taxes due. 
Motor carrier reports and fees due and lien at- 















taches. 
KENTUCKY 
April 1 
Assessment date for property in cities of the 
fourth class. 
April 10 





Monthly excise tax report of blenders and recti- 
fiers of distilled spirits and excise tax due. 

Monthly alcoholic beverage report of hotels, 
taurants and clubs due. 

Breweries and manufacturers of beer and wine 
file monthly report and pay barrel tax on this 
date. 

April 15 

Motor carrier mileage tax due. 

Monthly sales tax report showing total gross re- 
ceipts made during March and tax due. 







res- 











































April 20 
Oil production tax due. 
April 30 
All licenses granted in cities of the third class 
expire. 
Gasoline reports (except refinery reports) and 
taxes due. 
LOUISIANA 
April 1 
General property tax returns due (except Parish 
of Orleans). 






Carrier, telephone, telegraph, and pipe line prop- 
erty tax returns due. 
Railroad car report for property tax delinquent. 








April 5 








THE TAX MAGAZINE 


First installment of New Orleans real property 
taxes due during April. 





Wholesale fish dealer’s report due. 


April 10—— 


Auctioneers to pay duty in city of New Orleans. 
Oyster severance tax report due. 
Dried and canned shrimp severance tax report 
and tax due. 
Parish gasoline tax reports and tax due. 
Reports and tax on imported kerosene due. 
April 15 
Dairy products quarterly report and taxes due; 
delinquent May 15. 
April 20 
Gasoline tax reports and taxes due from dealers. 
Certain gasoline tax returns and payments due 


parishes and City of New Orleans from jobbers 
and retailers. 


Kerosene tax report and taxes due. 
Beer tax reports and taxes due. 
April 30 

Oyster severance tax due. 

Severance tax reports of gross production, and 
taxes thereon, due. 

oar gee tax reports by purchasers and dealers 
ue. 


Last day to pay first real property tax installment 
in New Orleans. 











MAINE 
April 1——— 
Auxiliary state forests tax due this 
legislature is in session. 
Local business licenses expire this date 
lowing date of application. 
Itinerant vendor local licenses renewable. 
Gasoline tax due. 
April 10—— 
Inspection fees for packing of food due. 
April 15 
Sardine packing license fee due. 
Gasoline tax sales report due. 
Last day to file telephone and telegraph company 
tax reports. 
Last day to file railroad and street railway com- 
pany tax reports. 


date when 


next fol- 





MARYLAND 





April 5 
Last day to file monthly account of leaf tobacco 
sales on or through Baltimore market. 
Last day to file cold storage warehouse monthly 
report. 
April 10 
Last day to file monthly statement or declaration 
of insurance brokers, agents or solicitors. 
April 15 
Licenses to tong oysters expire. 
April 25 
Licenses to pack oysters expire and annual fees 
due. 
April 30 
Outdoor advertising and alcoholic beverage li- 
censes expire upon this date and renewal fees 
are due. 
Last day to file dealer’s report and pay tax on 
gasoline sold or used during next preceding cal- 
endar month. 

















MASSACHUSETTS 
April 10 
en returns regarding public employees 
ue. 


Return of domestic and foreign corporations and 
affiliated domestic and foreign corporations not 
taxed on consolidated net income for income 
(excise) tax due. 

Return of security dealers due. 

Return of shipowners due. 

Return of public utility corporations due. 

Alcoholic beverage excise tax return and tax due. 

April 15 

Motor fuel distributor’s return and tax due. 

April 30 

Return and license fee for establishments contain- 
ing explosives and combustibles due. 

Firearms license fees due. 

Ice cream, etc., Sunday sale license fees due. 

Soft drink parlor license fees due. 











MICHIGAN 
April 1 


Commercial forest reserves withdrawn or declas- 
sified before this date subject to general prop- 
erty taxation for the year. 

Commercial fishing license expires. 

Ice cream manufacturers: License must be re- 
newed. 

Severance tax and reports due. 


Chain store tax and renewal of license due. 
April 5— 





Gasoline: Common carrier’s statement due. 
April 15——— 
Monthly sales tax return and tax due. 
April 20 
Gasoline: Wholesale distributor’s statement and 
tax due. 


April 5 
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MINNESOTA 





April 1 
Nursery stock inspection fee due. i 


Quarterly installment of property taxes due: Op. 
tional. 





Cold storage warehouse reports due. 
April 10 

Live stock commission merchants’ reports due. 
April 15 

Gasoline tax and fees due. 

Oil inspection fees due. 

Interstate carriers truck mile tax and report due. 
April 16—— 








Reports of commercial fishing in certain lakes due, § 


MISSISSIPPI 
April 1 
Every person required to deliver to the tax assessor 
a list of his taxable property on this date. 
Oyster packers and canners file sworn statement 
on this date as to the number of barrels oj 
oysters purchased and caught during the pre. 
ceding month. 
Oyster, sea food, etc., monthly inspection tax is 
due on this date. 

Admission (amusement) tax and report is due 
between the first and tenth of each month. 
First Monday 

Tax collector proceeds to sell lands, on which 
taxes have not been paid, and which were ad- 
vertised for sale after February 15. 

Railroad companies must file a property return 
on or before this date. 

April 5 

Wholesale oyster and sea food dealers file monthly 
report with the State Game and Fish Commis. 
sioner on this date. 

April 10 

Every dealer in motor vehicles required to file a 
Sey report with the tax collector on this 

ate. 

Admission (amusement) tax and report is 
between the first and tenth of each month. 














due 





Motor vehicle monthly mileage tax reports are 
due on or before this date. 
April 15 
Retail dealers in gasoline file monthly report on 
this date. 
Monthly gross sales tax and report due on this 
date. 


Distributors and wholesale dealers of gasoline file 
monthly report and pay monthly tax on this 
date. 

Common carriers must file monthly report, on this 
date, of gasoline and oil delivered by them. 

April 30-—— 
Gross sales tax license expires on this date. 


MISSOURI 
April 1 


Bee owners registration fee due. 
Report of express corporations and gross receipts 
tax due between this date and May 1 
April 15 
Gasoline: of 
due. 
April 25 
Gasoline: Tax due. 
—distributor’s and dealer’s report of gasoline re- 
ceived due. 
—transporter’s statement due. 
Fourth Monday. 
County Boards of Equalization meet to hear com- 
plaints as to increased assessments except in 
counties of 70,000 to 100,000 population. 
April 30—— 
Mining statement and inspection fee due. 
Soft drink report due. 
Manufacturers, wholesalers and dealers tax due. 








Statement distributors and dealers 











MONTANA 
April 1 
Railroads must file annual property tax return 
with the State Board of Equalization on or 


before this date. 

Taxidermists’ reports are due. 

Oleomargarine, dealers’ license fees are due. | 

Annual statement of financial condition of foreign 
corporations must be filed in the offices of the 
county clerk where principal office of corpora- 
tion is located and with Secretary of State 
within two months from the first day of April. 

April 10—— 

Creameries, butter, cheese, or ice cream factories’ 
reports are due. 

Milk or cream buying stations, reports due. 

April 15 

Railroads and common carriers file monthly report 
of gasoline delivered in state on or before this 
date with State Treasurer and State Board of 
Equalization. 

Dealers’ monthly gasoline tax and report due to 
State Board of Equalization on or before this 
date. 

Metalliferous mines license tax report must be 
filed with State Board of Equalization not later 
than this date annually. 
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Alcoholic beverages, brewers and _ wholesalers’ 
monthly report and excise tax due. 
April 20 a : 
Oil producers’ additional license tax report and 


tax due. 
April 30 

Public warehousemen’s reports are due. 

Oil producers deliver quarterly license tax report 
to State Board of Equalization on or before this 
date. 

Motor vehicle registration, penalties of 10 per cent 
added to applicants after this date. 

Coal mine operators’ and dealers’ quarterly license 
tax and report due to State Treasurer on or 
before this date. 

Cement dealers, manufacturers, and importers 
must file quarterly license report with and pay 
license tax to State Treasurer. 

Express companies must file annual statement with 
State Board of Equaliaztion on or before this 
date. 

Freight line companies must file annual statement 
with State Board of Equalization on or before 
this date. 
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NEBRASKA 









April 1—— 

Assessment date for property taxes. 

Annual list of stockholders of foreign corporations 
due. 

Property reports of railroads to county clerks due. 

Municipal taxes upon real estate in the City of 
Lincoln become a first lien thereon. 

Quarterly reports from game and fur farms due. 

April 10 

Employment agencies’ reports due. 

A statement of all alcoholic beverages purchased 
during the preceding month must be filed on or 
before this date. 

Brewers, wholesalers and distributors must report 
all beverages sold during the preceding month, 
on or before this date. 

April 15 

Reports and taxes of retail imitation butter dealers 
due. 

Gasoline dealers’ reports and taxes due. 

Property schedule of railroads due. 

The tax per barrel on alcoholic beverages must 
be paid on or before this date. 

Gasoline carriers’ reports due. 

April 20-——— 

Property reports of sleeping car companies due. 

Railroad car reports due. 

Property reports of car companies due. 
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STATE TAX CALENDAR 


April 10 

Operators of interstate busses file monthly state- 
ment on or before this date. 

Operators of motor busses, within the limits of 
a “‘municipality,” file a statement and pay the 
gross receipts tax on or before this date. 

April 15 

Reports by manufacturers, distributors, transport- 
ers, storers, warehousemen and importers of al- 
coholic beverages due. 

April 30-——— 

Distributors of motor vehicle fuel file monthly re- 
ports on or before this (last business day of 
month) date. 

Transporters of gasoline must, within 60 days after 
the close of each month, furnish a statement, 
to the State Tax Commissioner, of all deliveries 
to points in New Jersey. 








NEW MEXICO 
April 1 
Income tax information return due. 
First Monday 
County Board of Equalization meets on this date 
to correct the assessment roll. 
Private car property tax returns due between this 
date and June 1. 
April 15 
Income tax returns and ‘first quarterly payment 
due. 
Gross 
due. 
April 20 
Pipe line license fees due. 
Motor carrier reports and taxes due. 
April 25 
Gasoline distributors,’ retail dealers’ taxes and 
reports due, taxes and reports on gasoline pur- 
chased from unlicensed distributors and dealers 
due, carriers’ reports due. 











income (occupational) taxes and reports 








NEW YORK 
April 1 
Last day for real estate, holding and co-operative 
agricultural corporations to pay franchise tax. 
Shell-fish grounds tax due. 
Lien date for state, county, town and town dis- 
trict taxes in Westchester County. 
7 half of New York City real property taxes 
due. 
Lien date for first half of New York City real 
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Gross sales return and tax is due on or before this 
date where sales are reported on a monthly 
basis. 

April 15— 

Gasoline tax refund application for preceding quar- 
ter due. 

Quarterly gross sales tax return is due on or be- 
fore this date where the fiscal year ends De- 
cember 31. 

April 16 

Penalty accrues for failure of warehouses and 
co-operative marketing associations to file prop- 
erty return. 

April 20 

Gasoline tax and report due. 

April 30 

Last day to file property tax return (unless other- 
wise designated by County Commissioners). 

Annual brewery license expires on this date. 

Annual license for alcoholic beverage salesmen 
expires on this date. 

Annual license to sell alcoholic beverages on rail- 
road cars expires on this date. 

Annual license to sell alcoholic beverages at whole- 
sale expires on this date. 

Annual license of bottlers expires on this day. 











NORTH DAKOTA 
April 1 
Assessment date for property taxes. 
Assessment lists due on demand of assessor during 
April.and May. 
Cigarette stamp tax reports due. 
Oil inspection reports and fees due. 





Applications for gasoline tax refunds may be 
filed. 
Tractor fuel oil report and fee due. 
April 10 





Oil inspection fees delinquent. 
Tractor fuel oil fees delinquent. 
April 15 
Gasoline reports and taxes due. 
Interstate motor carriers mileage report and taxes 
due. 
April 20 
Surety liable on oil dealers’ bonds. 








OHIO 

April 1 
Rate on new registration of commercial cars re- 
duced to 75 per cent of annual rate. Applicable 








property taxes. . — 
Franchise tax on transportation and transmission 





April 30 
Licenses of insurance agents or brokers expire. 


NEVADA 














April 1 
Petroleum products report and fees due. 
First Monday 
Ten days later, affidavits of tolls for roads and 
bridges due. 
April 15 
Gasoline tax report and taxes due. 




























NEW HAMPSHIRE 
April 1- 
Assessment date. 
Annual license fees of insurance companies and 
agents due. “Insurance Companies (Foreign).”’ 
Annual license fee due. ‘‘Milk (Purchase for Re- 
sale).” 
Annual license expires and fee due. 
Products.” 
Gasoline distributor’s monthly tax due. 
Annual return and fee of every business corpora- 
tion due. 
April 10 
Monthly report of agents of unlicensed fire insur- 
ance companies due. ‘‘Insurance Companies 
(Foreign).” 
Monthly report of manufacturers and wholesalers 
of beverages due. 
Monthly report of foreign manufacturers 
wholesalers of beverages due. 
Monthly beverage report and fee of on-sale and 
off-sale permittees due. 
April 15 
Inventories of taxable estate required to be filed 
by corporations with the selectmen or assessors. 
Monthly report of gasoline distributors due. 
April 25——— 
Quarterly report due. 
April 30-—- 
Selectmen and assessors are authorized to receive 
inventories of corporations prevented by accident 
or mistake from return of the same on April 15. 
Beverage permits expire. 


NEW JERSEY 











“Petroleum 
















and 















” 








“Cold Storage. 










April 1 
Direct appeal may be taken to the State Board of 
Tax Appeals, on or before this date, following 
the assessment of property of any kind. On or 
before this date distributors pay gasoline tax. 
Dealers in commercial fertilizers file statement and 
pay inspection fee. 
April 5 
Cold storage warehouses file report. 

















companies due and payable on this date, or 
within 30 days of date of notice of assessment. 
April 5 : 
Cold storage warehouse monthly report due. 
April 15 

Upon written application by real estate, holding 
and co-operative agricultural corporations sub- 
ject to franchise tax, tax commission may extend 
time in which to make report, but not beyond 
this date. 

Report of information and withholding at the 
source and payment of amounts withheld due. 
Upon written application to tax commission, Com- 
mission may, in its discretion, extend filing time 
of transportation and transmission companies 

until this date. 

Last day for making return and paying personal 
income tax without penalty (where return is 
made on the basis of the calendar year) by 
persons, partnerships, fiduciaries and withhold- 
ing agents subject to the provisions of Article 
16 of the Tax Law. If returns, other than by 
withholding agents, are made on the basis of 
the fiscal year, they shall be made and the taxes 
paid to the Tax Commission on or before the 
fifteenth day of the fourth month following the 
close of the fiscal year. 

April 30 














Last day to pay state, county, town and town dis- 
trict taxes in Westchester County without pen- 
alty. 

“ NORTH CAROLINA 
April 1 

re. real and personal, assessed as of this 

ate. 


Personal property held in trust listed for taxation 
as of this date. 

First day to file general property tax return. 

Quarterly reports of installment paper dealers due. 

Oyster dealers’ licenses in New Hanover, Onslow 
and Pender Counties expire. 

Domestic corporations doing business under the 
laws of this State as of April 1 must make a 
franchise tax report. 

Foreign corporations doing business in this State 
as of April 1 must make a franchise tax report. 

April 2 

Penalty of 3 per cent accrues on property taxes. 

April 10 

Ice cream manufacturers’ reports due. 

Reports of office and home equipment dealers due. 

Monthly reports of packing houses due. 

Alcoholic beverage excise tax is due on or before 

the 10th day of each month. 











to any such car registered prior to July 1. 
April 5 
Last day for employment agencies to file monthly 
report. 
April 10 

Private motor carriers’ monthly report and emer- 
gency tax due. 

Admissions tax reports and payments due. 

Day Preceding Second Monday. 

Day on which state tax lien attaches to real prop- 
erty. Date of taxable status. 

April 20—— 

Alcoholic beverage taxes payable monthly are due. 
April 30 
Gasoline tax for preceding calendar month due. 

Time for report by owne: of exempt forest land 
on timber removed year ending March 31, for 
purpose of tax on value of timber so removed 
as condition of exemption. 

End of year for which taxable gross earnings are 
assessable for gas, electric, heating, cooling, mes- 
senger, signal, pipe line, union depot, water 
transportation and water works corporations. 

Last day to file monthly .fishing report. 

Transportation companies, including pipe lines, re- 
port all deliveries of motor vehicle fuel in Ohio 
during preceding calendar month. 














OKLAHOMA 





April 1 
— accrues for failure to register motor ve- 
ricle. 
= production tax and report on oil and gas 
ue. 
Excise tax on petroleum report and tax due. 
April 5 
Reports from mines (other than coal) due. 
April 10 
Report of manufacturers of non-intoxicating alco- 
holic beverages due. 
Report and tax of wholesalers of non-intoxicating 
alcoholic beverages due. 
April 15 
Gasoline taxes and reports due. 
Gas pipe line reports of daily meter readings due. 
Mileage report and tax of motor vehicle carriers 
due. 
April 20 
Monthly sales tax and report due. 
April 30-—— 
Cotton manufactories gross production quarterly 
return and tax due. 
Quarterly report of purchasers of oil and gas due. 
Fur dealers’ reports due. 
Gross production tax and report on asphalt and 
ores due. 
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OREGON 
April 1—— 


Annual fish report is filed with the master fish 
warden on this date. 

Each insurance adjuster required annually, on or 
before this date to procure a license from the 
insurance commissioner. 

Excise (income) tax may be paid in two install- 
ments, each consisting of '4 of the total amount 
of the tax. First instalment to be paid at time 
fixed for filing excise (income) tax return— 
April 1st in the case of corporations paying tax 
based on calendar year, or 90 days after expira- 
tion of the fiscal year in the case of corporations 
paying on a basis of fiscal year. 

Half of intangibles income tax (first instalment) 
due on or before this date. 

Intangibles income tax returns based on calendar 
year are due on or before this date. 

Last day for calendar year corporations to file 
excise (income) tax return with the State Tax 
Commission. 

Motor carriers’ reports filed with public utilities 
commission. 

Public utilities file report and pay fee to public 
utilities commissioner on or before this 
annually. 

Surplus line insurance agents file statements on 
or before this date with the insurance commis- 
sioner. 

Surplus line insurance agents licenses expire on 
this date. 

April 1—May 15 

Bank property tax statements are 

these dates with county assessor. 
April 10 

Oil well license tax and report due on or before 
this date to county treasurer. 

April 15 

Fish poundage fee and report and meat dealers’ 
report due on or before this date. 





filed between 








Gasoline tax and report due to Secretary of State | 


on or 
April 20 ; ; 
Motor carrier’s tax due on or before this date. 


before this date. 





PENNSYLVANIA 
April 1 
First quarter of second class city taxes delinquent. 
Second class city taxes delinquent. 
Second quarter of second class city taxes due dur- 
ing April. 
April 6 
Warehouses—Cold storage—Quarterly report due. 
April 10 
Reports from liquor importers and 
distributors due. 
April 15 
Liquor manufacturers’ report and tax due. 
April 30 
Discount on third class city 
Mercantile license year ends. 
Gasoline distributors’ reports and taxes and car- 
riers’ reports due. 











brewers and 








taxes terminates. 


RHODE ISLAND 
April 1 
Fertilizer analysis fee due. 
April 10 
Gasoline distributor’s monthly tax due. 
Monthly report of alcoholic beverage sales due. 
April 15 
Gasoline distributor’s monthly report due. 











SOUTH CAROLINA 
April 1—— 


Chain store license report to State Tax Commis- | 


sion and 
this date. 
Domestic corporation franchise tax due. 
April 4 
Fisheries monthly stamp report due not later than 
this date. 
April 5—— 
Fishing license tax report is due within five days 
of the end of each calendar month. 


tax payment are due on or before 








April 10 
Terrapin dealers report is rendered on or before 
this date. 
Admissions to amusements return and stamp tax 
due. 


Power tax and report of public utilities due. 
Chain store tax due. 
April 20 
Gasoline tax and report of dealers, distributors, 
importers and storers due on or before this date. 





SOUTH DAKOTA 
April 1—— 
Private car line taxes delinquent. 
Egg dealers’ license fees due. 
Warehouse reports due. 
Revocation of licenses of foreign corporations for 
failure to file reports. 
April 10——- 
Employment agency reports due. 
Motor carrier reports and taxes due. 


date | 








| April 20 


THE TAX MAGAZINE 


April 15 
Inspector of petroleum products may require re- 
port. 
Gasoline reports and taxes due. 
Where gross income tax exceeds $10 per month— 
Tax, tax report and estimate due. 
Gross income tax on bulk sales, and report, due. 
April 30 
Where gross income tax does not exceed $10 per 
month—Tax, tax report and estimate due. 
Gross income tax on bulk sales, and report, due. 








; TENNESSEE 
April 1—— 


Insurance agent’s report is due on or before this 


date each year. 

Public utilities (owners) file property tax return 
on or before this date biennially, in even years. 

Last day for public utilities to pay annual inspec- 
tion and supervision fees. 

April 5 

Quarterly report of oils and volatile substances 
due on or before this date. 

April 20—— 

Business corporations, manufacturers, financial in- 
stitutions, insurance, investment, cemetery and 
miscellaneous corporations file property tax re- 
turn not later than this date. 

April 30 

Certificates of Registration of Alcoholic Beverage 
dealers expire annually on this date. 














TEXAS 
April 20 
Gasoline taxes and reports due. 
April 25 


Natural gas production report and tax due. 
Monthly report and tax of cement distributors due. 
Oil production reports and taxes due. 

April 30 
Last day to list property for taxation. 
Oil carriers’ report due. 








UTAH 
April 1 
Gasoline distributor’s and retailer’s license fee 
due. 
April 5 





Monthly report of cold storage warehouses due. 
April 10 
Monthly report and tax of dealers in alcoholic 
beverages due. 
Carrier’s report of motor fuel deliveries due. 
Motor carriers’ special tax report d 








ue. 
April 15 
Annual statement of taxable estate may be re 
quired. 


Monthly gasoline tax and report due. 
Sales tax and return due. 
April 20 








Monthly fees of motor carriers due. 
VERMONT 
April 1 ' 
Annual license tax must be paid by domestic 


corporation before this date or it ceases to exist. 

Creameries, cheese factories, condensaries and re- 
ceiving stations license fee due. 

April 15 

Corporation income (franchise) tax returns based 
on calendar year must be filed with the Com- 
missioner of Taxes within 30 days of the date 
that any corporation should have filed a return 
with the United States Treasury. First quarter- 
ly instalment of the tax is paid to the Com- 
missioner at time of filing report. 

Half of railroad taxes for period ending De- 
cember 31 due. 

Ilalf of taxes levied on domestic steamboat, car 
or transportation companies for period ending 
December 31 due. 

Half of taxes levied on telephone companies for 
period ending December 31 due. 








Tax inventory of individuals and corporations due. 


VIRGINIA 





April 1 . . 
Motor vehicle carriers’ road tax and appraisal tax 


ue. 
April 1-April 10—— 

Oyster purchaser’s inspection fee due. 
April 1-April 11 

Oyster barreler’s, shucker’s and packer’s report 
due April 1 or within 10 days thereafter. 

April 10 

Tobacco warehouse report due. 

Beer excise tax and report of beer sold during 
previous month due on or before this date. 
April 15 
Annual income tax report on calendar year basis. 
Information income tax returns due on or before 

this date. 

Final day to use license plates of motor vehicles, 
trailers and semi-trailers of previous year with- 
out penalty. 

April 20—— 
Gasoline statement and tax due. 
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tax returns. 
Hearings on railroad property tax assessment 
during April. 
Fish hatchery reports due. 
Fur dealers’ reports due quarterly. 
Game farm reports due. 
Commercial fertilizers license fees due. 
Auto transportation company reports and fee 
to Director of Public Works due April 1-15. 
Reports and fees of common carriers, gas, electri 


water, telegraph, telephone, wharfinger an 
warehouse companies to Department of Publi 
Works due. 


Express company reports due April 1-30. 

First Monday 

Migratory livestock driven into any county afte 
this date liable to taxation. 

April 15 
Butter substitutes reports and taxes due. 
Gasoline reports and taxes due. 

Gross income (occupation) tax and return due. 
Auto transportation company reports and fees t 
Director of Public Works due April 1-15. 

April 30—— 

Express company reports due April 1-30. 








| WEST VIRGINIA 
April 1 
First day to file foreign and non-profit corporatior 
| annual reports. 
General property returns of public service co: 
porations due on or before this date. 
Public utilities’ report and privilege tax (or firs 
installment thereof) on calendar year basis due 
On April 1, 1934, the surtax levied retroactively, 
for the first two fiscal periods of 1933 is due. 
April 10—— 
Petroleum dealers’ reports due. 
Brewers’ and beer distributors’ monthly report an 
excise tax due. 
April 15 
Discount period on first half of 1933 taxes expire 
on April 15, 1934 (but may be extended t 
May ist or until 45 days after levies are actual 
ly determined). 
Retail sales tax and return due. 
April 30 











| annual reports. 

Gasoline tax and reports due. 

First quarterly report and payment of busines 
and occupation tax due. 


WISCONSIN 
April 1 


Motor carrier quarterly flat tax due. 
Annual license tax on-canneries due. 
Annual license tax on milk condensaries due. 
| Last day to file annual report of domestic cor: 
porations (tax is actually delinquent on June 1). 
Last day to file annual report of foreign cor- 
poration. 
Owners of lead and zinc bearing lands file return. 
Reports by street railway, light, heat and powe 
and conservation and regulation companies due 
April 5 
Monthly report of cold storage warehouses due. 
April 10—— 
Alcoholic beverages monthly reports due. 
Oleomargarine license tax report due. 
April 15 
Motor carrier flat or mileage tax quarterly reports 
due. 
April 30—— 
Transportation company gasoline tax reports due 











WYOMING 
April 1 


Personal property assessed as of its location on 
this date where its location has changed since 
February 1. 

Banks, loan or investment companies shall report 
to the assessor names of shareholders and shares 
held January 1. 

| Pipe line companies shall submit a list to the state 
board of equalization. 

Public utilities shall make a statement to the state 








board of equalization. i 

Statement of telegraph and telephone companies 
due. 

Statement of water stored for use in another state 
due. 

Assessment of property of telegraph and telephone 
companies. 

April 10 


Alcoholic beverage tax and monthly report due. 
Carriers monthly gasoline tax and report due. 

April 15 , 
Monthly gasoline tax and report due. 

April 20—— 

| Motor carrier compensatory tax and report due. 
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Two Classes of Companies Receive Extension of 
Period for Filing Returns for 1934 


XTENSIONS of time for filing returns and pay- 

ment of tax for the calendar year 1934 are 
granted by Treasury Decision 4529, dated March 7, 
1935 to personal holding companies for filing surtax 
returns, Form 1120H, and to mutual insurance com- 
panies other than life for filing income tax returns, 
Form 1030. 

Extensions are for such periods as may be neces- 
sary but not later than April 15, 1935. Interest on 
one-fourth of the amount of the tax shown on any 
return will accrue at the rate of 6 per cent per an- 
num from March 15, 1935 to date of payment. 


Federal Tax Legislation 


THER matters of a more urgent character 

largely sidetracked tax legislation in Congress 
during the past month. However, one bill (H. R. 
5221), amending the Agricultural Adjustment Act 
to provide, among other things, for a processing tax 
of 1 cent per pound of rough rice, effective April 1, 
1935, was passed and became a law (Public No. 20 
—74th Congress) on March 18. 

A heavy barrage of protest has fallen on members 
of Congress against what has become known, be- 
cause of the color of the return on which information 
is required, as the pink-slip publicity provision under 
Section 55(b) of the Revenue Act of 1934. A num- 
ber of bills repealing this provision had been intro- 
duced in the House of Representatives, but the one 
which got out of the Ways and Means Committee 
and on the way to final action was H. R. 6359, intro- 
duced by Representative Robert L. Doughton, of 
North Carolina, chairman oi the House Ways and 
Means Committee. ‘ 

A summary follows of tax bills introduced in the 
House and in the Senate during the past month. 
Many of them will be “pigeon-holed”’ in the committee 
to which referred. - 

Building and Loan Associations: Refund of Certain 
Taxes.—S. 279 (Sen. Bulkley, of Ohio) would extend until 
not later than six months after its enactment the period 
for filing claims for refund of corporation income tax er- 
roneously or illegally assessed on or collected from any 
building and loan association, or savings and loan associa- 


tion, under the provisions of Section 231 (4) of the Reve- 
nue Acts of 1918 to 1926, inclusive. 

Closed Banks—Tax Exemption.—H. R. 5695 (Rep. Clark, 
of Idaho) proposes amendment of the Act of March 1, 1879, 
Chap. 125 (20 Stat. 351), as amended by the Act of March 
3, 1883, Chap. 121, Sec. 1 (22 Stat. 488) to exempt from 
taxation any bank closed by reason of insolvency or bank- 
ruptcy if payment of tax diminishes assets necessary for 
full payment of depositors. Provision is made for refund 
of any such tax assessed or paid on or after January 1, 1929. 
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H. R. 6242 (Rep. Lamneck, of Ohio) provides for the 
allowance at the option of the taxpayer, as a deduction 
from gross income the amount on deposit on December 31, 
1934 which the taxpayer had in a closed bank. Insurance 
companies are excluded from the proposed privilege. Any 
amounts subsequently paid or credited against a liability 
by the closed banks thereafter would be returned as in- 
come in the taxable year in which so made available. 


Corporations: Graduated Tax on Net Capital Return.— 
S. 1941 (Sen. Wheeler, of Montana) provides for a grad- 
uated excise tax upon corporations doing business in the 
United States, measured by net capital return, at rates 
from 2 per cent upon the amount of net capital return in 
excess of $3,000,000 and not in excess of $3,500,000 to 25 
per cent upon the amount of net capital return in excess 
of $50,000,000. 

“Net capital return” is defined as meaning the net in- 
come of a corporation as defined in Part II of Subtitle B 
of Title I [Sections 21-26] of the Revenue Act of 1934, 
provided, however, that in computing net income there 
shall not be deducted the amounts allowed by subsections 
(b) and (p) of Section 23 of the Act. The proscribed 
deductions are interest on indebtedness and amounts re- 
ceived as dividends from a domestic corporation. 

The tax would not be applied to any corporation exempt 
from the income tax under Section 101 of the Revenue Act 
of 1934, insurance. companies, railroads, telephone com- 
panies, telegraph companies, China Trade Act corporations, 
corporations which are agencies or instrumentalities of the 
Federal Government or of the states or subdivisions there- 
of, and shipping corporations. 


Cotton Control Tax.—H. R. 6424 (Rep. Doxey, of Miss.) 
is a bill to continue the Cotton Control Act, to provide 
for better administration of that act, and to exempt a 
limited quantity of cotton from tax thereunder by a pro- 
vision, which in part, reads: “If the allotment of tax- 
exempt cotton to land of any producer of cotton is less 
than two bales for the crop year 1935-1936, there shall be 
exempt from the tax under this Act so much of the cotton 
harvested on such land during the crop year as in excess 
of the allotment but not in excess of two bales. * -* * 
In the case of land cultivated by a tenant or share-cropper, 
if the allotment to such land to a person as owner thereof 
would be less than two bales, the allotment shall be made 
to and the exemption certificates issued to the tenant or 
share-cropper.” 


Cotton Tax under Cotton Control Act.—H. R. 5578 (Rep. 
Doxey, of Miss.) makes provision for increased exemptions 
from tax levied under the Cotton Control Act. 


Depreciation Limitation.—S. 1853 (Sen. Bulkley, of Ohio) 
provides for the amendment of Section 23 (1) of the Reve- 
nue Act of 1934, relating to depreciation, by the addition 
of a paragraph limiting the aggregate allowance for ‘wear 
and tear” to a maximum of 3 per cent of the adjusted basis 
at the beginning of the taxable year, plus the cost of prop- 
erty subject to wear and tear and cost of additions and 
betterments made during the taxable year.—Referred to 
the Committee on Finance. 


Exclusions from Gross Income.—H. R. 5716 (Rep. Lam- 
neck, of Ohio) provides for amendment of subsection (d) 
of Section 116 of the Revenue Act of 1934 to exclude from 
gross income income derived from the sale of alcoholic 
beverages accruing to any state, territory, or the District 
of Columbia, or any political subdivision of a state or terri- 
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tory, or income accruing to the government of any pos- 
session of the United States, or any political subdivision 
thereof. 

H. R. 5843 (Rep. Samuel B. Hill, of Wash.) is the same 
in intended effect as H. R. 5716. 


Egg Tax.—H. R. 5802 (Rep. Lea, of Calif.) provides for 
amendment of Section 601 of the Revenue Act of 1932, as 
amended, to levy an excise tax on imports of eggs and egg 
products at the following rates: Eggs in the shell, 5 cents 
per dozen; dried whole eggs, dried egg albumen, dried egg 
yolk, etc., 31 cents per pound; whole eggs, egg yolk, and 
egg albumen, or combinations thereof, not otherwise, cov- 
ered in the preceding schedules, 10 cents per pound. 


Fish Oil: Certain Exemptions.—H. R. 5842 (Rep. Ellen- 
bogen, of Penn.) would amend Section 601 (c) of the Reve- 
nue Act of 1932, as amended by Section 602 of the 1934 
Act, which imposes a tax on certain oils at the rate of 
3 cents per pound, to exempt fish oil when used in the 
manufacture of paint, linoleum, oilcloth, and other pro- 
tective coatings. 


Limitation of Incomes and Wealth.—H. R. 5857 (Rep. 
Dunn, of Penn.) would limit the wealth of any one citizen 
to $1,000,000 and the income to $50,000. No details as to 
how respective limits are to be effected. 


Oils: Import and Processing Taxes.—H. R. 5854 (Rep. 
Bland, of Va.) provides for amendment of Section 602 of 
the Revenue Act of 1934 to place an excise tax at various 
rates on imports of a long list of oils and on other products 
including soap, glycerine, pigments, stains and colors in 
oil, soybeans, tankage (prepared food for animals), pea- 
nuts and peanut butter, cottonseed, flaxseed, hempseed, and 
other oil-bearing seeds. 

The same bill also provides for amendment of Section 
6021%4 of the 1934 Act, which levies a processing tax on 
certain oils, by changing the language to expressly include 
fatty acids derived from cocoanut oil, sesame oil, palm oil, 
palm-kernel oil, or sunflower oil, whether or not such oils 
have been refined, sulphonated, hydrogenated, or otherwise 
processed. 

The companion bill to H. R. 5854 in the Senate is S. 1891, 
introduced by Senator Byrd, of Virginia. 


Old Age Pension.—H. R. 5700 (Rep. Houston, of Kan.) 
would levy a 1 per cent manufacturers’ excise tax to pro- 
vide a fund from which 50 per cent of old age pension 
benefits would be paid to states meeting specified require- 
ments in old age pension laws, including that such payment 
be made to all persons who have attained the age of 65 
years at not more than $50 monthly for an unmarried or a 
widowed person and not more than $35 each per month 
for an aged married couple.— 

H. R. 3453 (Rep. Deen, of Ga.) provides for a pension 
of $25 per month to persons 60 years and over who have 
been citizens of the United States for 20 consecutive years 
and who are not in receipt of an income from any source 
of over $300 per year. The old age pension fund from 
which the benefits are eeny would be derived from an 
income tax beginning at 5 per cent on incomes of $100,000 
to $150,000, with graduated rates to a maximum of 95 per 
cent on incomes above $1,000,000. 


Oleomargarine Tax.—H. R. 5587 (Rep. Kleberg, of Tex.) 
provides for tax of 10 cents per pound on oleomargarine. 


Paper Money Tax.—H. R. 6380 (Rep. Lamneck, of Ohio) 
proposes a levy of a tax at the rate of 1 per cent each half 
year on national bank circulating notes, Federal Reserve 
notes, and Federal Reserve bank notes. The tax on national 
bank circulating notes would be in lieu of the tax otherwise 
pavable on such notes. 


Pensions: Exemption from Taxation.—H. R. 5714 (Rep. 
Jenkins, of Ohio) would exempt from Federal taxation 
benefits under the War Risk Insurance and Vocational 
Rehabilitation Acts or World War Veterans’ Act of 1924 
or pensions paid by states for military or naval services. 

H. R. 5852 (Rep. Hoeppel, of Calif.) provides for exemp- 
tion from income taxation of life-insurance benefits pay- 
able because of the death of a war veteran. 


Petroleum: Manufacturers’ Excise Tax.—S. 2106 (Sen. 
Capper, of Kansas) provides for amendment of Section 
601 (c) (4) of the Revenue Act of 1932, as amended, to 
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provide for an excise tax of 1 cent per gallon on the sale 
by the manufacturer or producer, or by the importer, of 
crude petroleum, fuel oil derived from petroleum, gas oil 
derived from petroleum, and all liquid derivatives of crude 
petroleum except lubricating oil and gasoline or other 
motor fuel; another provision would remove the exemption 
from these taxes on fuel supplies sold to vessels. An excise 
tax of $2 per ton on sales of asphalt is also proposed. 


Postal Rates.—H. R. 6514 (Rep. Bacon, of New York) 
provides for the application of the 2-cent rate on first- 
class mail matter for delivery within the confines of any 
incorporated city and to contiguous cities. 

H. R. 6431 (Rep. Doxey, of Miss.) is a bill to restore 
the 2-cent rate of postage on first-class mail matter. 


Processing Taxes.—Public No. 20—74th Congress (H. R. 
5221), amending the Agricultural Adjustment Act with 
respect to rice, was approved on March 18. It provides 
for a processing tax at the rate of 1 cent per pound of 
rough rice, effective April 1, 1935, but no floor stocks tax 
is imposed. Provision is made for rental or benefit pay- 
ments to rice growers. 

H. R. 6082 (Rep. Warren, of No. Car.) would make 
potatoes of “the species Solanum Tuberosium,” a basis 
agricultural commodity under the AAA, and impose, “on 
the first sale of all potatoes, a tax at the rate of % of 1 
cent per pound.” Sale of potatoes, however, within the 
allowed quotas would be exempt. 


Publicity of Tax Returns.—H. R. 6359 (Rep. Doughton, 
of No. Car.) provides for repeal of Section 55 (b) of the 
Revenue Act of 1934, which gives unrestricted publicity 
to various items from income tax returns. 


Refund of Tax on Jute Bags.—S. 2020 (Sen. Pope, of 
Idaho) is a measure apparently designed to repeal the com- 
pensating tax on jute bags, in that it provides for a refund 
of the processing tax on bags as defined in Jute Regula- 
tions, Series 1, Revision 1, collected since December 1, 1933, 
the date the compensating tax on certain jute products went 
into effect. The corresponding House bill is H. R. 6741. 


Sales Tax: General Excise Tax on Manufacturers’ Sales. 
—H. R. 6327 (Rep. McLeod, of Mich.) provides for the 
amendment of the Revenue Act of 1932 by repeal of the 
manufacturers’ excise tax, and substitution therefor of a 
3 per cent general manufacturers’ sales excise tax. Pro- 
vision is made for exemption of various articles, including 
articles of clothing whose wholesale price is less than $25, 
implements and tools used by farmers, mechanics or la- 
borers, farm or garden products produced in the United 
States, fertilizers, seed, newspapers, magazines, and other 
periodicals, school books, supplies used in religious worship, 
a list of food supplies, ‘which does not include beef, the 
better cuts of fresh pork, or mutton. 


Stamp Tax on Security Issues and Transfers.—H. R. 
6369 (Rep. Brooks, of Penn.) would make the stamp tax 
on issues of stocks and bonds, on transfers of such securi- 
ties and on sales of produce futures, etc., imposed under 
the Revenue Act of 1926, inapplicable to corporations 
which, under Section 101 (6) of the Revenue Act of 1934, 
are exempt from the income tax. Such corporations would 
also be exempt from payment of the tax on deeds of con- 
veyance under the 1926 Act. 


Taxation of Income from Federal and State Securities. 
—H. J. Res. 194 (Rep. Houston, of Kan.) proposes an 
amendment to the Constitution of the United States to in- 
clude in taxable income for Federal or state income tax 
purposes “gains, profits, and incomes derived from securi- 
ties issued under the authority of the United States, the 
authority of any of the several states, and the authority 
of any subsidiary government of any state, including munic- 
ipalities.” 

Tobacco Taxes.—H. R. 6368 (Rep. Boehne, of Ind.) is 
a bill to amend Section 400 of the Revenue Act of 1926, 
which proposes a new schedule of rates on cigarettes as 
follows: To retail at not more than 10 cents per package, 
$2.75 per M.; to retail at not more than 15 cents per pack- 
age, $3 per M.: ; to retail at more than 15 cents per package, 
$3.30 per M.; on cigarettes weighing more than 3 Ibs. per 
M., $7.20 per M. except that if more than 6% inches in 
length, the tax rate shall be $3.30 per M., counting each 
234 inches (or fraction thereof) of the length as one ciga- 
rette. A “package” is defined as meaning 20 cigarettes. 
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Dereliction in Cotton Processing Tax Collection 
Denied 


O allegations recently made in certain cotton 

trade publications that there is laxity in collec- 
tion of the processing tax on cotton, that the Govern- 
ment is making no effort to audit the accounts of 
mills, and that there is no difficulty in obtaining extra 
time in which to pay the tax, reply is made by Com- 
missioner of Internal Revenue in a statement which 
says: 

Reports to the Bureau from collectors of internal 
revenue for the cotton processing districts establishes the 
fact that they are exercising the utmost diligence in the 
collection of cotton processing taxes. While the law au- 
thorizes postponement of payment of processing taxes for 
a period not exceeding 180 days, the practice of the Bureau 
is to authorize a postponement for a period of but one 
month, except in unusual and exceptional cases. There 
have been relatively few applications granted for further 
postponement. Every application for extension must be 
accompanied by financial statements and evidence estab- 
lishing conclusively that a failure to grant the extension 
would result in extreme hardship. In no case is an exten- 
sion granted when deferment in payment would result in 
the collection of the tax being jeopardized. 

The law provides for the filing of liens and issuing of 
warrants for distraint as a means of enforcing collection 
if the tax is not paid on or before the due date. In only 
rare instances, however, has it been necessary to resort to 
these extreme measures in order to protect the interests 
of the government. 

The field forces of the Bureau have made and are con- 
tinually making investigations of the records and returns 
of processors of cotton in order to discover any evasion 
of processing tax. 

Available figures indicate that less than 4 per cent of the 
total cotton processing taxes assessed and due is now un- 
paid. 


U. S. Chamber of Commerce Tax 
Recommendations 


N anticipation of the practical certainty that Con- 

gress at this session will amend present tax law, 
a report entitled “Federal Revenue Legislation,” 
drafted by its Committee on Federal Finance’ has 
been issued by the Chamber of Commerce of the 
United States. In addition to interesting analyses 
of various provisions of the revenue laws now in 
effect, the report makes definite recommendations to 
Congress upon matters which the Committee deems 
of a pressing nature, summarized as follows: 

Excise taxes should be used to produce a substantial 
proportion of Federal revenues. ne ; 

The section of the present law providing for publicity 
of income tax data should be repealed without delay. 

The right of closely affiliated groups of corporations to 
file consolidated income tax returns should be restored. 

The capital stock and excess profits tax provisions should 
be so modified as to permit an annual declaration of capital 
value. 

Drafting defects in the 1934 Revenue Act should be 
remedied, but there should be no retroactive legislation 
operating to the disadvantage of the taxpayer. ; 

_ Tax exemption should be denied to income accruing 
from future issues of securities made by public authority 





1The members of the Committee are: Fred H. Clausen, chairman, 
president of The Van Brunt Mfg. Co., Horicon, Wis.; E. C. Alvord, 
attorney at law, Washington, D. C.; Samuel F. Clabaugh, president of 
Protective Life Ins. Co., Birmingham, Ala.; Samuel C. Dobbs, president 
of Dobbs Mortgage Investment Co., Atlanta, Ga.; Lammot du Pont, 
president of E. O. du Pont de Nemours & Co., Wilmington, Del.; 
Fred R. Fairchild, professor of political economy, Yale University; 
H. B. Fernald, attorney at law, New York, N. Y.; Roy C. Osgood, 
vice president of First National Bank, Chicago, Ill.; Robert P. Page, 
president of Autocar Company, Ardmore, Pa.; L. E. Phillips, Bartles- 
ville, Okla.; and James Ringold, president of United States National 
Bank, Denver, Colo. 
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by adoption of a constitutional amendment permitting non- 
discriminatory taxation reciprocally between the Federal 
Government and the states. 


The report supports these recommendations with 
the following argument: 


Excises 


The present excises are heavy burdens on certain indus- 
tries, particularly at a time when profits are small or non- 
existent. Many of the industries affected are struggling 
to maintain employment in the face of discouraging odds, 
and success in this direction is dependent upon production 
and sale of a satisfactory volume of commodities. Taxes 
tend to build up sales resistance, slow down production 
and preclude increased employment. Imposing special 
taxation on one commodity or a limited group of com- 
modities also tends to disturb normal competitive condi- 
tions. The excises, moreover, have been enacted in a 
haphazard manner and, as a result, some articles are grossly 
over-taxed. 

It is recognized, however, as a general principle, that 
some excises are necessary to minimize the enormous fluc- 
tuations in receipts from income taxes and thus stabilize 
Federal revenues. At the present time, with its huge 
expenditures and growing deficit, the Federal Government 
is not in a position to lose the 400 million dollars of rev- 
enue which the expiring excises yield annually. While 
not maintaining that the present rates and subjects of 
excises are defensible in all instances, the Committee is 
strongly of the opinion that excise taxes should be used to 
produce a substantial proportion of Federal revenue. 


Publicity of Data from Income Tax Returns 


The present law provides that each taxpayer shall pre- 
pare a statement indicating (1) name and address, (2) total 
gross income, (3) total deductions, (4) net income, (5) 
total credits against net income for normal tax purposes, 
and (6) tax payable. According to the law this statement 
is to be made public in the offices of the various internal 
revenue collectors. 

The purpose of income tax returns is to enable the 
government to obtain necessary revenues and not for the 
purpose of publishing private affairs to the world. No 
departure from this principle is justifiable. 

The information thus made public will disclose business 
and private affairs to competitors and will be used im- 
properly in connection with securing credit ratings, lo- 
cating prospects for selling campaigns of all sorts, for 
satisfying mere personal curiosity and for racketeering. 
Publicity will encourage crime, as the data will be a pro- 
lific source of information for those plotting kidnapping 
or other crimes. 

For over a decade the State of Wisconsin has had pub- 
licity of income tax returns. A recent report of the Wis- 
consin State Tax Commission states in part: 

There have been no instances where public inspection has brought 
forth unreported income, and as to its anticipated effect in producing 
more correct income returns, experience has shown that it has had the 
opposite effect. Knowing that their returns are open to inspection, tax- 
payers consolidate and condense their reports to make them as _ un- 
intelligible as possible to those inspecting them. . . . survey 
shows that public examination is almost wholly without any public 
motive or significance, but that advantage is taken of it to serve purely 
private and personal interests. . . Returns are examined to prepare 
lists of prospective purchasers of stocks and bonds and for other 
soliciting and advertising purposes. . Income tax files are also 
frequently used for information in court actions and many examinat’ons 
are made out of curiosity, and at times for the sole purpose of annoying 
and harassing a reporting taxpayer. ’ _ This indiscriminate ex- 
amination of returns is not only an imposition upon the reporting 
taxpayer, but is also an imposition upon the state and upon its tax 
administration officers and employers. . . . These files contain the 
record of the lifeblood and register the pulse of the person and private 
business affairs of our own taxpayers and should be accessible only 
when the public interest is concerned. 

The elimination of this section of the law will in no way 
affect the amount of revenues and it should be repealed 
without delay. 


Consolidated Corporate Income Tax Returns 


In urging the immediate restoration of the right of 
affliated groups of corporations to file consolidated re- 
turns, the Committee wishes to emphasize that it is advo- 
cating the use of such returns only by groups which 
constitute a single business and are under common own- 
ership. 
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There has been popular misconception regarding con- 
solidated returns. The law which authorized such returns 
and which was repealed last year, permitted them only to 
groups under the closest of affiliations. Many affiliated 
corporations and holding companies were not allowed to 
file them because of the strict requirements imposed by the 
statutes. The Revenue Act of 1932, for example, author- 
ized such returns only if 95 per cent of the entire stock of 
each subsidiary were owned within the group and, further, 
that the parent corporation owned at least 95 per cent of 
the stock of not less than one of the subsidiaries. Accord- 
ing to every business and economic test, as well as estab- 
lished accounting practice, the true net income of such 
affiliated corporations is that of the group as a whole. 


It frequently is necessary or advisable for corporations 
doing an interstate business to set up separate corpora- 
tions in the respective states in which they transact busi- 
ness. In some cases this is required by state statutes or 
constitutions. In other instances unless a charter is ob- 
tained in the state where business is transacted discrimi- 
natory taxes are imposed. 


The test in determining Federal tax liability should not 
be the form of corporate organization as determined by 
business needs or state laws but should be the extent of 
unity of ownership and operation. A group of corporations 
so closely affiliated as to be authorized to file consolidated 
returns under prior law is in substantially the same posi- 
tion as a single corporation with different departments. 
In the latter case there would be no question about filing 
a single income tax return. The variation between a sin- 
gle corporation with different departments and a group 
of corporations affiliated as required by the statute which 
was suddenly rescinded in 1934 is one of form and not of 
principle. 


Inter-Company Transactions—In filing consolidated re- 
turns inter-company transactions are ignored. They are 
properly disregarded in a unitary business all parts of 
which have the same ownership. Under such circumstances 
transactions of this character are in no true sense trans- 
actions between sellers and buyers, but are artificial and 
consequently contain essential defects for income tax 
purposes. 


Requiring each affiliated corporation, which is in fact 
merely one of the divisions making up the aggregate of a 
single business enterprise, to file a separate return will 
unnecessarily bring into tax computation the whole array 
of inter-company transactions. Such transactions are so 
numerous and so diverse that the impossibility of placing 
them on the same basis as transactions between separate 
and independent concerns should be obvious. The Treas- 
ury will be compelled to check these manifold internal 
transactions and attempt to pass on them from the stand- 
point of tax liability. To avoid paying taxes on a fictitious 
income, business groups wil have to conduct such transac- 
tions with constant attention to their effect on taxation. 
This, in turn, may deflect such transactions from their real 
purpose of contributing to efficient conduct of business. 
Evasion will likewise be invited. The Supreme Court of 
the United States in a recent opinion stated that: “The 
purpose of the Congress (in authorizing consolidated re- 
turns) was to prevent evasion through the manipula- 
tion of inter-company transactions.” 


Effect on Revenues—There has been no convincing argu- 
ment that the elimination of consolidated returns would 
result in any increase in revenues. Even the subcommittee 
of the House Ways and Means Committee which recom- 
mended the elimination of consolidated returns predicted 
no permanent increase in revenues, but thought there might 
be some moderate increase “in the first few years.” 


On the contrary, there is reason to believe that the 
elimination of consolidated returns will adversely affect 
Federal revenues. In view of present business conditions 
and price levels, when the denial of this right forces disso- 
lution of subsidiaries, there may be in many instances de- 
ductible losses which, but for the forced liquidation, would 
not have occurred. The Treasury Department itself has 
stated that the submission of individual returns “would 
often result in deductible losses, as well as taxable gains.” 


Congressional Action—Congress itself has repeatedly rec- 
ognized the accuracy of consolidated returns in reflecting 
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taxable income and the soundness of the principle involved. 
From 1918, when the principle of consoiidated returns was 
introduced in revenue legislation, to 1932, five revenue acts 
were passed. During this period whenever a revenue Dill 
was under consideration, the consolidated income provi- 
sions were scrutinized by Congress and in each instance 
this method of computing taxable income for affiliated 
groups of corporations was approved. 

Even when the 1934 Revenue Act (which eliminated con- 
solidated returns except in the case of railroads) was be- 
fore Congress, a bill which included the section authorizing 
such returns was approved by the House Ways and Means 
Committee, by the House itself and by the Senate Finance 
Committee. While the bill was before the Senate, a mo- 
tion to eliminate this section was made. After very short 
consideration durin which but four Senators spoke briefly 
to the question, the motion was carried by the close vote 
of 40 to 37. 

The Treasury Department in discussing a proposal to 
eliminate the right to file consolidated returns stated: 


For many years business enterprises have found it desirable for 
business reasons, other than tax considerations, to incorporate sepa- 
rately different branches of the enterprise. Thus, if a corporation does 
business in several states, it may be necessary under state law, as well 
as convenient, to form separate local corporations to handle the local 
business. 


Business men, and their professional advisers, the lawyers 
and accountants, have long recognized that the one (italics ours) way 
to secure a correct statement of the income from affiliated corporations 
is to require a consolidated return, including therein the income and 
deductions of the parent and every subsidiary, with all inter-company 
transactions eliminated. Such a consolidated statement is simply a 
recognition of the actual fact that the separate corporations, though 
technically distinct legal entities, are, for all practical business purposes, 
branches or departments of one enterprise. 7 There are con- 
siderable savings to the Treasury, as well as to taxpayers, in the present 
arrangement. The administration of the law is simpler since it conforms 
to established business practice. The Treasury need deal with only 
one corporation, the parent. On the taxpayers’ side the requirement of 
separate returns would cause largely increased expense to set up 
separate sets of books for tax purposes, an undesirable result in itself. 

Under clearly defined rules and regulations of the Bu- 
reau of Internal Revenue, the optional right to file con- 
solidated returns should be restored without delay to 
groups of corporations operated as single business units 
and under common ownership. Since the filing in these 
circumstances of such a return is in the interest of both 
the government and taxpayers, no penalty, such as an ad- 


ditional tax rate, should be attached to the exercise of the 
right. 


Capital Stock and Excess Profits Tax 


While there are serious objections to these taxes in 
principle, discussion here will be limited to one disturbing 
feature which can be remedied without difficulty. Under 
present law, capital value once declared for the purpose 
of these taxes cannot be basically changed. The date of 
June 30, 1934, used as a permanent basis for future taxation, 
is purely arbitrary. In view of present uncertain condi- 
tions, it is impossible to fix for capital a value which over 
a considerable period of time will be fair to the taxpayer. 

While the basic amount, once declared, cannot be 
changed, the law does provide for certain annual “‘adjust- 
ments” applicable to subsequent years. These as they now 
stand will lead to administrative complexities and endless 
disputes between taxpayers and the government. If these 
taxes are to be retained, provision should be made for an- 
nual declaration of capital values. A modification of this 
character would greatly simplify administration, and at 
the same time afford the taxpayer some reasonable oppor- 
tunity to adjust basic declared valuation to existing condi- 
tions. An amendment to this effect could be easily in- 
serted in the present law. 


Technical Defects 


It is reported that several drafting defects have been 
found in the present revenue law. These presumably 
should be remedied at the earliest opportunity. 

The mere correction of drafting errors should be clearly 
identifiable as such and should not be confused with sub- 
stantive changes of importance; neither should there be 
any legislation of a retroactive nature which would operate 
to the disadvantage of the taxpayer. 


Tax-Exempt Securities 


The last session of Congress passed a drastic act de- 
signed to minimize tax avoidance, yet at the same time 
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there was left open the broadest and most obvious avenue 
leading to tax avoidance, that is, investment in the tax- 
exempt securities. 

The proposal to eliminate the tax-exempt privilege from 
securities issued by public authority has long been con- 
sidered and is now being more actively discussed. It is 
believed that action in this direction should follow the plan 
advocated by the Chamber—a constitutional amendment 
permitting non-discriminatory taxation reciprocally be- 
tween the Federal Government and the states on incomes 
derived from future issues of securities made by public 
authority. 


The second part of the report is an outline of broad 
principles which the Committee believes should be 
considered in connection with any movement for a 
general revision of the Revenue Act. The Com- 
mittee, it is stated, is prepared to expand and supple- 
ment these at the opportune time. 





Jurisdiction of Federal Courts and 
Procedure in Such Tribunals 


(Continued from page 141) 
years from the time the return is filed. If the assess- 
ment has been made within the statutory time, dis- 
traint or court proceedings may be commenced 
within six years after the date of the assessment. 


Suits to Restrain Assessment and Collection 


ITLE 206, U. S. C. A. 154, provides that no suit 

to restrain the assessment or collection of any 
tax shall be maintained in any court. Nevertheless, 
the Supreme Court has held that in cases involving 
extraordinary or exceptional circumstances the stat- 
ute is inapplicable and collection of a tax may be 
enjoined. 

In Miller v. Standard Nut Margarine Co.’ collec- 
tion of an oleomargarine tax on a product that was 
not oleomargarine was enjoined. The collection of 
the tax would have been arbitrary and oppressive, 
would have destroyed complainant’s business, ruined 
it financially and inflicted a loss for which it would 
have no remedy at law. In Trinacia Real Estate Co. 
v. Clarke,??® the Commissioner of Internal Revenue 
assessed a tax of $16,506.22 and on that assessment 
the collector attempted to collect $112,178.17 by sale 
of property under a distraint warrant. Only a part 
of the property seized was owned by the taxpayer. 
It was held that these were such extraordinary and 
exceptional circumstances as to warrant injunctive 
relief. Section 272 of the Revenue Act of 1934 pro- 
vides that the making of an assessment or beginning 
of court proceedings or distraint may be enjoined 
during the ninety day period after notice of defi- 
ciency, or if a petition has been filed to the Board, 
until the decision of the Board has become final. 


Jeopardy Assessments 


F the Commissioner believes that the assessment 

or collection of a deficiency will be jeopardized 
by delay, he may immediately assess the deficiency, 
and notice and demand for payment will be made 
at once by the collector.1*7 The collection of a tax 
may be in jeopardy because the taxpayer contem- 
plates leaving the country, transferring or convert- 
ing his assets, or because the running of the statute 
35284 U. S. 498, 


128 34 F. 2d 325. 
"7 Revenue Act of 1934, Section 510. 


ficiency. 
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of limitations is about to bar the Commissioner’s 
right to make an assessment. If notice of the tax 
has not been given and a jeopardy assessment is 
made, the Commissioner is required to mail a de- 
ficiency letter to the taxpayer within sixty days after 
the making of the assessment. A jeopardy assess- 
ment may be asserted after a petition has been filed 
with the Board of Tax Appeals and in an amount 
greater or less than that stated «in the original de- 
But after a decision of the Board which 
has not become final the assessment may not exceed 
the deficiency determined by the Board. After a de- 
cision of the Board has become final or after the 
taxpayer has filed a petition for review of the de- 
cision of the Board a jeopardy assessment may not 
be made. Notice and demand for payment are sent 
the taxpayer by the collector after the assessment. 
Regardless of whether or not the taxpayer has filed 
a petition with the Board, he is required to make 
payment within ten days unless he files with the 
collector a bond to stay collection, in which case 
he may institute or maintain his appeal to the Board. 
Taxpayers are no longer permitted to file claims in 
abatement against jeopardy assessments. 


(Concluded in the April issue.) 


Rulings of the Bureau of Internal Revenue 
Federal Income Tax 


Accrual of Capital Stock Tax Imposed by 1934 Act.—The 
capital stock tax imposed by Section 701 of the Revenue 
Act of 1934 for the year ended June 30, 1934, accrued on 
May 10, 1934, the date of the enactment of the Revenue Act 
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of 1934, in the case of a corporation engaged in business on 
that date. As the tax is levied with respect to (and is con- 
tingent upon) carrying on or doing business, the tax for the 
fiscal year ending June 30, 1935, accrued on July 1, 1934, 
the beginning of that fiscal year, in the case of a corpora- 
tion doing business on that date—G. C. M. 13681, XIV-3- 
7254 (p. 2). 


Charitable Contributions: Deductions by a Partnership. 
—Charitable and other contributions (allowable as deduc- 
tions under Section 23 (0) of the Revenue Act of 1934) 
when made by a partnership during any taxable year be- 
ginning after December 31, 1933, are deductible from its 
gross income subject to the 15 per cent limitation pre- 
scribed in the Act.—I. T. 2854, XIV-5-7286 (p. 8). 


Losses: Limitation on Losses from Sale of Bank Deposit 
Account.—A deposit account in a bank is a capital asset 
within the meaning of Section 117 (b) of the Revenue Act 
of 1934. Any loss sustained on the sale of such a capital 
asset is subject to the limitation provided in Section 117(d) 
of that Act—I. T. 2853, XIV-5-7284 (p. 3). 


Maryland Alcoholic Beverages Tax: Deductibility Under 
Revenue Acts of 1932 and 1934.—For Federal income tax 
purposes, the tax levied on alcoholic beverages by the State 
of Maryland under Chapter 2 of the Laws of Maryland, 
special session, 1933, approved December 5, 1933, is deducti- 
ble as a tax only by the manufacturer, wholesaler, or per- 
son upon whom it is imposed and by whom it is required 
to be paid prior to sale or delivery to the retail dealer. 
The amount, however, may not be deducted separately as 
a tax if it has been included as a part of the business ex- 
pense of the one upon whom it is imposed or otherwise 
used to reduce his net income. If the one upon whom the 
tax is imposed passes it on to the retail dealer and uses the 
amount of the tax to reduce his net income, that amount 
must be included in gross income. If the tax is passed on 
to the retail dealer, the amount is not deductible by him 
as a tax but forms a part of his business expense. To the 
consumer, the amount of the tax is merely additional cost 


of the article purchased.—I. T. 2848, XTV-3-7255 (p. 3). 


Nebraska Real and Personal Property Taxes: Accrual 
Date for Federal Income Tax Purposes.—Real and per- 
sonal property taxes in the State of Nebraska accrue on 
April 1 of each vear for Federal income tax purposes.—lI. T. 


2849, XIV-4-7268 (p. 2). 


Review by Treasury Department of Agreements in Com- 
promise of Taxes Made by Attorney General.—There is 
no discretion in the Treasury Department to review on the 
merits the action of the Attorney General in accepting an 
offer in compromise in a case coming under his control 
when referred to the Department of Justice under Sec. 5 of 
Executive Order No. 6166 of June 10, 1933——Opinion en- 
titled “Responsibilities of the Treasury Department and 
Department of Justice in Matters of Compromise,” dated 
November 5, 1934, and recently published in pamphlet form. 


South Dakota Gross Income Tax: By Whom Deductible 
for Federal Income Tax Purposes.—For Federal income 
tax purposes, the gross income tax imposed by the State 
of South Dakota under Chapter 184, Laws of South Dakota, 
1933, is an allowable deduction as a tax under Section 23(c) 
of the Revenue Acts of 1932 and 1934.—I. T. 2851, XIV-4- 
7270 (p. 4). 


South Dakota Real and Personal Property Taxes: Ac- 
crual Date for Federal Income Tax Purposes.—South Da- 
kota real and personal property taxes accrue on May 1 of 

each year for Federal income tax purposes.—I. T. 2850, X1IV- 


4-7269 (p. 3). 


Stock Loss Limitations Under the 1932 Act.—In apply- 
ing the limitation on stock losses prescribed by Section 23 
(r) of the Revenue Act of 1932, a taxpayer may not offset 
his personal losses from the sale of securities held for a 
period of two years or less against his share of similar 


gains of a partnership.—G. C. M. 14012, XTV-6-7299 (p. 4). 








Put and call transactions come within the meaning of 
the term “privileges or options” as used in Section 23 (s) 
of the Revenue Act of 1932, and losses from such transac- 
tions are subject to the limitations prescribed by Section 


23 (r) of that Act.—I. T. 2858, XTV-6-7300 (p. 6). 
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Wisconsin Real Estate Taxes: Deductibility Under 1932 
Act Where Husband and Wife Own Land as Joint Tenants. 
—Where husband and wife in Wisconsin own land as joint 
tenants, each being entitled to one-half of the rents and 
profits derived from the land, the husband may deduct in 
his separate Federal income tax return only one-half of 
the taxes levied upon the land. —G. C. M. 14128, XIV-3- 
7256 (p. 11). 


A Tax Finance Plan 


For Collection of Delinquent and Current 
Real Estate Taxes 
(Continued from page 133) 


stituting chapter sixty of the consolidated laws,” is hereby 
amended by inserting therein a new article, to be article 
four-a to read as follows: 


ARTICLE 4-A 
PERMITTING MUNICIPAL CORPORATIONS TO ACCEPT PAY. 
MENT OF TAXES AND SPECIAL ASSESSMENTS FROM 
CORPORATIONS EXTENDING LOANS TO TAXPAYERS 
FOR THE PAYMENT OF SUCH TAXES OR SPECIAL 
ASSESSMENTS AND TO ISSUE CONDITIONAL 
TAX RECEIPTS THEREFORE 
Payments of taxes from loan corporations. 
Limitations. 
Deposit and delivery of conditional tax re- 
ceipt.t 
97-c. Surrender of conditional tax receipt and 
issue of tax bill. 
97-d. Tax sales. 
97-e. Examination of books of lending corpo- 
ration.} 


§97. Payments of Taxes from Loan Corporations.—Any 
municipal corporation may as hereinafter provided accept 
payment for taxes on real estate or special assessments 
from any corporation organized under the laws of the state 
of New York for the purpose of extending loans to tax- 
payers for the payment of taxes and may as hereinafter 
provided issue therefor a conditional tax receipt. Such 
payment shall be conditionally credited by the municipal 
corporation against the taxes due on the specific property 
for which payment is made, but shall not extinguish the 
tax lien existing against said property by reason of said 
taxes, until the conditional tax receipt endorsed as paid is 
surrendered for cancellation to the municipal corporation. 


§97-a. Limitations—Municipal corporations may accept 
such payments from corporations extending loans for such 
purpose provided that such lending corporation shall have 
a minimum paid up capital of at least one million dollars 
and shall charge not more than four per centum interest 
on unpaid balances on moneys loaned, nor more than two 
per centum of the amount of the loan as a service charge 
for making said loan; provided, however, that in the event 
of a default in the payment of such a loan the lending 
corporation may charge six per centum interest per an- 
num on all sums in default; and provided furthermore, that 
the lending corporation shall deposit the conditional tax 
receipt with a banking institution within three days after 
receiving the same. 


§97-b. Deposit and Delivery of Conditional Tax Re- 
ceipts.—Immediately upon the execution of the loan con- 
tract between the borrowing taxpayer and the lending 
corporation the said lending corporation shall pay to the 
municipal corporation the moneys provided for therein. 
The borrowing taxpayer shall make payments on account 
of the loan to the banking institution with which the con- 
ditional tax receipt shall have been deposited. Such pay- 
ments shall be endorsed upon the conditional tax receipt, 
and said conditional tax receipt shall remain in the pos- 
session of the said banking institution until the loan is 
fully discharged, or until there occurs a default. In the 
event the loan is fully discharged the conditional tax re- 
ceipt endorsed as paid, shall be delivered to the borrowing 
taxpayer or person making the payment. In the event of 
default the conditional tax receipt shall be returned to the 
lending corporation at its option. 


Section 97. 
97-a. 
97-b. 


* So in original. Word misspelled. ] ; , 
+ So in original. [Does not conform to section heading.] 
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The proof of Voice Writing benefits to Dictators 
surprised everyone in this company. The firm very 
readily agreed that Ediphone equipment would 
account for an increase of business capacity in the 
Stenographic Department. But the benefits to Dic- 
tators were to be proved. ‘ 
Installation of Ediphones showed these results. 
The gain in conversational speed amounted to 714 
hours a week—for each Dictator. 
Getting action, any time, no wait- 
ing, accounted for another 10 
hours. Net result: two EXTRA days 
a week for increased business ca- 


pacity! 
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Ediphone Voice Writing in any office—large or 
small—is better for everyone. Dictators simply turn 
to their Pro-technic Ediphones, like telephoning, 
and talk. They think once . . 
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. write once... 
ods.'’ More is accomplished . . . with less effort 
. and business capacity increases accordingly. 
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Edison man will show you how 
Voice Writing will increase your 
company’s business capacity 20% 
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§97-c. Surrender of Conditional Tax Receipt and Issue 
of Tax Bill—Upon the surrender to the municipal corpo- 
ration of the conditional tax receipt evidencing the dis- 
charge of the obligation created by the loan contract in 
connection with which the said conditional tax receipt was 
issued, the municipal corporation shall issue in lieu thereof 
a receipted tax bill. Such receipted tax bill shall bear the 
date of the conditional tax receipt and no penalty shall be 
charged to the taxpayer for the period intervening between 
the date of the issuance of said conditional tax receipt 
and the date of its surrender. If subsequent to the issuance 
of the conditional tax receipt and independently of the pay- 
ment by the lending corporation to the municipal corpora- 
tion of the taxes covered by the conditional tax receipt, 
payment of said taxes shall be made by any person in order 
to obtain a receipted tax bill, the lending corporation shall 
be repaid by the municipal corporation the balance due to 
it on the loan contract and it shall thereupon surrender to 
the municipal corporation the conditional tax receipt. 


§97-d. Tax Sales—Notwithstanding the issuance of a 
conditional tax receipt as provided by this act, the pro- 
cedure now provided for by law for the sale of tax liens 
or properties for non-payment of taxes shall in all cases 
remain unchanged as if the conditional tax receipt had not 
been issued, provided however that no such sale shall be 
held before the expiration of one year from the date of 
the issuance of any conditional tax receipt, nor later than 
three years from said date, notwithstanding the provision 
of any general or special law or charter provision to the 
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contrary. Prior to said sale however, the lending corpora- 
tion shall be required to exhibit to the municipal authority 
having jurisdiction over the sale of tax liens or properties 
the conditional tax receipt showing payments made on 
account of the loan contract, if any, which payments shall 
be credited against the amount due for taxes against the 
property to be sold which credit shall be given as of the 
date of the conditional tax réceipt. The municipal corpo- 
ration receiving the proceeds of the tax sale shall pay out 
of said proceeds the amount due to the lending corporation 
on the loan contract in connection with which the condi- 
tional tax receipt was issued and the said conditional tax 
receipt shall be surrendered by the lending corporation 
upon receipt of said payment. 

§ 97-e. Examination of Books of Lending Corporations. 
—The municipal corporation shall make sufficient notation 
on its tax records showing .the issuance of any conditional 
tax receipt and the disposition of the same, and shall have 
the right to examine from time to time the books of any 
lending corporation to which the municipal corporation has 
issued conditional tax receipts, and may make supplemen- 
tary regulations not inconsistent with the provisions of 
this act for the better accomplishment of the purpose of 
this act and for the protection of the borrowing taxpayer. 
Upon proof to the municipal corporation of any wilful 
violation of the provisions of this act or of the municipal 
regulations made in pursuance to this act by any lending 
corporation to which the municipal corporation has issued 
conditional tax receipts the municipal corporation shall 
cease to issue any further conditional tax receipts to such 
lending corporations. 


§2. This act shall take effect immediately. 
STaTE OF NEw York, 
Department of State.f 55- 


have compared the preceding with the original law on file in this 
office, and do hereby certify that the same is a correct transcript there- 
from and of the whole of said original law. 


Epwarp J. Frynn 
Secretary of State 


The Gregory Reorganization Case 


(Continued from page 130) 
But for a taxpayer to avail himself of what the law 
itself prescribes, even though in doing so he is actu- 
ated solely by tax purposes, is something still vouch- 
safed to him by the Gregory case. 

Incidentally, in one sense and scanning the entire 
reorganization horizon, the Gregory case can be re- 
garded just as much a victory for some taxpayers 
as it is a loss to others. The reorganization section 
cuts two ways. It not only passes by gain without 
recognition, but likewise snubs loss. By reason of 
the Gregory case, a loss will now enter pastures pre- 
viously regarded as denied it. 


Court Decisions 


Supreme Court 


Federal Estate Tax.—Gross estate of decedent who died 
September 24, 1927, did not include a trust fund over which 
the decedent had a power of appointment under her father’s 
will, where the trust estate (subject to New York State 
law) did not pass under the power of appointment for the 
reason that the appointees under the decedent’s will elected 
in writing to renounce their bequests thereunder and to 
take as remaindermen under their father’s will, and under 
New York law “the attempt to execute the power was not 
effective, because it did nothing.” Section 302 (b) of the 
1926 Act, providing that gross estate shall include the value 
of property passing under a general power of appointment 
exercised by the decedent by will does not apply because 
the trust estate here did not “pass” under the power of 
appointment.—U. S. Supreme Court in Guy T. Helvering, 
Commissioner of Internal Revenue v. E. Morgan Grinnell, as 
Executor of the Estate of Annie Stone. No. 268. Oct. term, 
1934. 





This decision affirmed that of the Circuit Court of Ap- 
peals, which reversed a memorandum decision of the Board 
of Tax Appeals. 
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Appellate and Lower Court Decisions 


Assignment of Income from Trust: Tax of Liability of 
Parties—An assignment by the taxpayer to her brother of 
income from a trust fund did not constitute an assignment 
of the trust income as such nor create in the assignee any 
ownership of any part of such income. The amounts paid 
under the assignment were first income to the assignor 
and were properly included in her gross income by the 
Bureau of Internal Revenue.—U. S. Court of Claims in 
Elizabeth Brewster v. The United States. No. 42026. 


Bankruptcy: Order of Precedence of Claims of Creditors. 
—Liens of judgment creditors upon personal property of 
bankrupt have priority over income taxes due the United 
States for the year 1928 where such levies were made sev- 
eral weeks before bankruptcy and before the assessment 
of income taxes.—Claude D. Reese, Inc., as Assignee of B. D. 
Cole, Inc., et al. v. United States of America, ex rel. Collector 
of Internal Revenue, et al. No. 7409. 

Decision of lower court reversed. 


Basis for Stock Received in a Nontaxable Exchange.— 
Cost of stock sold by taxpayer in 1929 and received by 
him in 1921, in connection with a reorganization resulting 
in a nontaxable exchange, should be determined by dividing 
the total cost of the stock held by the taxpayer in the 
two old corporations by the total number of shares he 
received in a new corporation in exchange therefor. [The 
government contended that in the absence of any means of 
identifying the shares of the new stock sold with any par- 
ticular old shares, the so-called “first in, first out’ rule 
should be applied, as provided in Article 58 of Regulations 
74 under the Revenue Act of 1928.].—U. S. Court of Claims, 
Fourth Circuit, in Guy T. Helvering, Commissioner of In- 
ternal Revenue, v. Arthur C. Stifel, Executor, Estate of 
William S. Stifel. No. 3760. 

Unreported memorandum decision of the Board of Tax 
Appeals affirmed. 
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Bond Discount—Deduction of Loss Resulting from Un- 
amortized Bond Discount on an Issue Which Is Called at 
a Premium But Replaced by Another Bond Issue Bearing 
a Lower Interest Rate.—Where a new issue of bonds is 
sold and part of the proceeds used to retire an earlier issue, 
unrecovered bond discount and expense on account of the ear- 
lier issue, together with the premium paid upon retirement, were 
deductible from income in 1929, the year of retirement.— 
U. S. Circuit Court of Appeals, Eighth Circuit, in Guy T. 
Helvering, Commissioner of Internal Revenue v. Union Public 
Service Company. No. 10,036. Nov. term, 1934. 


Business Expense.—Where a corporation, on an accrual 
basis, entered upon its books a credit to its president for 
additional salary for the fiscal year ended January 31, 1928, 
the payment of which was expressly ratified by the board 
of directors in June, 1928, the amount so paid was de- 
ductible as a business expense for the fiscal year ended 
in 1928, since the ratification related back to the time of 
the credit and payment of such expense—U. S. Circuit 
Court of Appeals, Eighth Circuit, in Guy T. Helvering, Com- 
missioner of Internal Revenue v. J. L. Brandeis & Sons, a 
Corporation. No. 9998. Nov. term, 1934. 


Memorandum decision of the Board of Tax Appeals 
affirmed. 


Capital Gains.—(1) Where stock was purchased under 
subscription rights issued on stock which had been held 
for more than two years, a part of the new stock acquired 
by exercise of the rights is a capital asset, although pur- 
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chased within two years from the sale thereof, based upon 
the premise that ‘when new capital is added to the assets 
of an existing corporation each share represented by the 
certificates issued therefgre is not a share in the new cap- 
ital alone but automatically spreads over and attaches itself 
to the whole and every part of the corporation and the 
old certificates likewise automatically come to represent 
interests in the new as well as the old.” On authority of 
Miles v. Safe Deposit and Trust Co., 259 U. S. 247. 

[Editors note—In the illustrations of the application of 
the above theory, there is an obvious misinterpretation of 
a factor used in the Miles v. Safe Deposit & Trust Com- 
pany Co. case for determining allocation of old and new 
interests in stock acquired by the exercise of stock rights, 
which makes the illustrations confusing rather than helpful.] 

(2) On the sale of stock in 1929 acquired as a stock 
dividend on shares bought in the exercise of certain stock 
rights, the interest therein attributable to the original stock 
holdings should be treated as a capital asset.—U. S. Circuit 
Court of Appeals, First Circuit, in Ellen Ayer Wood v. 
Commissioner of Internal Revenue. October term, 1934. 
No. 2977. 

Board of Tax Appeals decision, 29 BTA 1050, reversed 
and remanded. 


Capital Gain—Two-year period contemplated by the 
“capital net gain” provision of Section 101, Revenue Act 
of 1928, commenced to run from the date of the distribution 
to taxpayer of the property in respect of which the capital 
net gain privilege is asserted, and not from the date of the 
death of the decedent from whose estate the property was 
received. The Federal statute and not the State Jaw deter- 
mines for this purpose the time the taxpayer “acquired” 
the personal property as a general bequest by will.—U. S. 
Circuit Court of Appeals, Ninth Circuit in Jsabel K. Dibblee 
v. Commissioner of Internal Revenue. No. 7524. 

Board of Tax Appeals decision, 29 BTA 1070, affirmed. 


Claims for Refund—Application of Statute of Limitations 
Thereto.—Where the Commissioner rejected a general 
claim for refund of an alleged overpayment for 1925 in- 
come taxes based upon an insufficient depletion allowance, 
by advising the taxpayer of a deficiency for that year, but 
later reconsidered the claim in conjunction with petitions 
before the Board respecting his taxes for 1926-1928, and in 
compromise thereof stipulated for the allowance of an 
overpayment for 1925, a claim thereupon filed, before final 
rejection by the Commissioner, for refund of the overpay- 
ment agreed upon constituted an amendment of the orig- 
inal claim, and was not a new claim filed after the limitation 
period expired.—U. S. District Court, No. Dist. of Okla- 
homa, in Lloyd Staton, Executor of the Estate of Frank 
Staton, Deceased, v. United States of America. No. 1868— 
Law. 

Closing Agreements.—Where petitioner executed a clos- 
ing agreement in settlement of the income-tax liabilities 
of itself and affiliates for fiscal years of the group ended 
in 1920-1923 and for the period May 1, 1923, to August 31, 
1923, when the books of the affiliates were closed and the 
balances transferred to accounts of the petitioner, pursuant 
to a plan contemplating the dissolution of the affiliates, 
the closing agreement is not subject to attack by petitioner 
(who was separately assessed for the last four months of 
1923 and denied the right to offset the loss sustained in 
the first four months following May 1, 1923) on the ground 
that the Commissioner had no authority to settle the lia- 
bility of a taxpayer for a period of less than one year, there 
being no proof of fraud. 

Where the taxpayer made no showing that the Commis- 
sioner misrepresented material facts inducing taxpayer to 
execute a closing agreement respecting tax liabilities for 
1920-1923, the agreement is upheld.—U. S. Circuit Court of 
Appeals, First Circuit, in Wolverine Petroleum Corporation 
v. Commissioner of Internal Revenue. No. 10,049. Nov. term, 
1934. 

Decision of the Board of Tax Appeals, 29 BTA 1236, 
affirmed. 


Compensation for Services Paid in Stock.—Prior to 1918 
the decedent was employed under contracts which, in addi- 
tion to cash salary, gave him the right to purchase stock 
of his corporate employer at $50 per share. The contracts 
were modified in 1918 to provide that decedent’s account 
in respect of the stock should be credited with dividends 
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declared thereon and if such dividends did not amount to 
$50 per share by stated times his account should be arbi- 
trarily credited with sufficient amounts to make up the 
$50 on specified blocks of stock, which would then be 
issued. In 1928, as the result of dividends and an arbitrary 
credit, 150 shares of stock were delivered to decedent. It 
was held by the Court that “the additional compensation 
which the taxpayer received was what he contracted for 
in 1918 and was the amount credited to him by his em- 
ployer and with which he paid for the 150 shares of the 
500 shares which he agreed to purchase. The difference 
between the amount of the credit and the fair market price 
of the stock was not a taxable gain realized in the year 
1928, since the stock was not sold by the taxpayer in that 
year. It would become a taxable gain in the year that 
the stock was sold by the taxpayer, provided that the gain 
had not evaporated by that time.”—U. S. District Court of 
Appeals, Eighth Circuit, in Omaha National Bank, John Clap- 
per and Katie Farrington, Executors of the Estate of F. J. 
Farrington, Deceased, Commissioner of Internal Revenue. 
November term, 1934. "we 10,035. 
Board of Tax Appeals decision, 28 BTA 817, reversed. 


Court Procedure.—Testimony given by Government wit- 
ness on redirect examination was properly admitted by the 
trial court, having been brought out on cross examination 
in trial of taxpayer for attempting to evade tax for the 
year 1931. 

Trial court properly instructed jury that collateral trans- 
actions showing motive may be considered by it for the 
purpose of showing motive in failing to include money in 
appellant’s income tax return for the year 1931.—U. S. Cir- 
cuit Court of Appeals, Ninth Circuit, in Henry J. Sullivan 
v. Umited States of America. No. 7612. 

The decision of the U. S. District Court, Dist. of Ariz., 
was affirmed. 





Proceeds of a life-insurance policy which provides for 
payment to certain named beneficiaries, but, in the event 
of their death prior to that of the insured, then to the 
executor, administrators, or assigns of the insured, but is 
silent as to whether the insured might change the bene- 
ficiary, withdraw the cash-surrender value, or pledge the 
policy as security for a loan should be included in the 
gross estate of the insured for Federal estate tax purposes. 
—U. S. Court of Claims in Industrial Trust Company and 
Orland S. Greene, Executors of the Estate of William M. 
Greene, v. The United States. No. 42514. 


Decedent, before and at the time of her death, had no 
power by which she could effect a change of interests in 
the trust, where whatever power was reserved to her could 
be exercised only in conjunction with one having a sub- 
stantial beneficial adverse interest; consequently, the cor- 
pus of the trust was completely transferred to the trustees 
at the date of the execution of the trust instrument, and 
was not includable in her gross estate upon her death in 
1931. Decision made on authority of Reinecke v. Northern 
Trust Co., 278 U. S. 339.—U. S. Circuit Court of Appeals, 
First Circuit, in Thomas W. White, Former Collector, vw. 
Mary Adelaide Poor et al., Surviving Executors. October 
term, 1934. No. 2980. 

Decision of the District Court, 8 Fed. Supp. 995, affirmed. 


Depletion of Mines.—Where the valuation of mining 
property received under a will was fixed for Federal estate 
tax purposes and adopted as the valuation for depletion 
deductions which were taken in the years 1922 to 1928 in 
an amount equaling such valuation of the property, taxpayer 
was not entitled to additional deductions in 1929 and 1930 
on the basis of additional values determined in 1932. By 
way of obiter dicta, the Court refuses to approve the Board’s 
statement that for years subsequent to 1932 depletion may 
not be based on the revised estimate.—U. S. Circuit Court 
of Appeals, Eighth Circuit, in James R. McCahill v. Guy T. 
Helvering, Commissioner of Internal Revenue. No. 10,052. 
Nov. term, 1934. 

Board of Tax Appeals decision, 29 BTA 1080, affirmed. 

Depreciation Allowance——Where at the end of 1927 ac- 
cumulated depreciation deductions on certain assets al- 
lowed to petitioner and its transferor equalled the cost of 
such depreciated assets, no additional depreciation deduc- 
tions were allowable to petitioner for 1928 to 1930 with 
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respect to such property. —The Burlington Gazette Company, 
a Corporation, v. Commissioner of Internal Revenue. No. 
10,006. Nov. term, 1934. 

— decision of the Board of Tax Appeals af- 
hrmed. 


Dividends, Taxable.—Distribution made in pursuance of 
a plan of reorganization under Section 112 (c) of the Rev- 
enue Act of 1928, which has the effect of the distribution 
of a taxable dividend, is still considered as a “taxable divi- 
dend” even though parts of such distribution would be non- 
taxable to some distributees either because they are 
corporations or because they do not have sufficient income 
to be subject to surtax. “Fairly construing the section it 
means only that certain distributions which are not tech- 
nically dividends but have the effect of dividends shall be 
treated as such for income tax purposes.”’—U. S. Circuit 
Court of Appeals, Second Circuit, in Commissioner of In- 
ternal Revenue v. Forhan Realty Corporation. 

Unpublished memorandum decision of the Board of Tax 
Appeals affirmed. 


Excess Profits Tax: Invested Capital—Value of good 
will acquired by a corporation without consideration under 
the laws of Massachusetts (1890) which, at the time of 
acquisition did not permit capital stock to be issued for 
good will, trade-names, or patents, was not includible in 
petitioner’s invested capital—U. S. Circuit Court of Ap- 
peals in B. F. Sturtevant Company et al. v. Commissioner of 
Internal Revenue. No. 2888. October term, 1934. 

Decision of the Board of Tax Appeals, 26 BTA 598, 
reversed. 

Income of Tenants by the Entirety under Massachusetts 
Law: Tax Liability.— Income received from stocks and 
bonds held by husband and wife as tenants by the entirety 
during the year 1929 is taxable entirely to the husband 
under the laws of Massachusetts.—U. S. Circuit Court of 
Appeals, First Circuit, in Robert C. Cooley v. Commissioner 
of Internal Revenue. October term, 1934. No. 2943. 

Decision of Board of Tax Appeals, 27 BTA 986, affirmed. 


Interest on Tax Overpayments.—Interest on overassess- 
ments for the years 1916, 1917, and 1918 determined while 
the 1934 Act was in force and applied against balance due 
on 1920 taxes, should be computed under the 1924 Act from 
the date paid to the date of payment of the 1920 installment 
to which such overassessment was applied.—U. S. Court 
of o«- in Amigo Cereal Company v. The United States. 
No. L-210. 


Litigation Procedure Involving Tax Liens.—Collector, 
not being an officer of the court, is not subject to summary 
process to compel him to commence suit to enforce alleged 
tax lien or to vacate the lien asserted by him against prop- 
erty as being that of a delinquent taxpayer, even though 
petitioner claims property belongs to her rather than to 
the taxpayer.—U. S. District Court, So. Dist. of New York, 
In the Matter of Application of Berry F. Westheimer v. The 
an: i of Internal Revenue for the Third District of New 

ork. 

Loss, Deductible—Stockholde- surrendering preferred 
stock of corporation in 1926, in discharge of his agreement 
to guarantee the corporation against any loss resulting 
from the purchase of stock in another corporation, is held 
not to have sustained a deductible loss, his right to share 
in the assets of the corporation as a preferred stockholder 
being decreased, and his right to share as common stock- 
holder being increased by the same amount.—U. S> Cir- 
cuit Court of Appeals, Second Circuit, in Commissioner of 
Internal Revenue v. Francis E. Hadley. 

Unpublished memorandum decision of The Board of Tax 
Appeals reversed. 


Where two stockholders holding virtually all the stock 
of a corporation had made advances to it, and in 1923 
caused a foreclosure sale to be made of its properties, with 
the effect of vesting in the two stockholders title to all the 
corporation’s personal property and title to its real estate 
subject to a right of redemption in the corporation within 
one year from the date of sale, no deduction for loss or 
bad debts by reason of the advances was allowable in 1924, 
the loss having occurred in 1923 or the debts having been 
ascertained to be worthless in that year. The foreclosure 
sale was the “identifiable event” that established the loss. 
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Negligence penalty asserted against the petitioner for 
failure to report certain items of income in 1924 was war- 
ranted, there being substantial evidence indicating that he 
failed to use reasonable care in reporting his income.— 
U.S. Circuit Court of Appeals, Eighth Circuit, in C. B. Little 
v. Guy T. Helvering, Commissioner of Internal Revenue. No. 
10,038. November term, 1934. 

Board of Tax Appeals decision, 27 BTA 1022, affirmed 
on these issues. 


Net Loss Carry-Over.—Net losses of prior years sus- 
tained by one corporation were not deductible by a suc- 
cessor corporation in 1927 and 1928, the two corporations 
being distinct taxable entities, even though the businesses 
and stock ownership were essentially the same and even 
though the predecessor was declared to be only a de facto 
corporation under California law. “As such de facto cor- 
poration it was entitled to enjoy the privileges of a corpo- 
ration until action was brought by the Attorney General 
for dissolution.”—U. S. Circuit Court of Appeals, Ninth 
Circuit, in John P. McLaughlin, Collector of Internal Revenue 
for First Collection District of California, v. Purity Invest- 
ment Company, a Corporation. No. 7214. 

Decision of the lower court reversed. 


Deduction is denied the taxpayer corporation in 1933, 
which in that year had taxable net income, for a loss 
transferred by the parent corporation, which had no net 
income, by means of the sale to the petitioner corporation 
of stock of another affiliate, the liabilities of which exceeded 
the assets [liabilities included large amounts owed to the 
parent company for advances]. The transaction was held 
in effect to be a gift to the parent corporation of what was 
claimed to be a loss. [From the opinion:] “Not all inter- 
company dealings are disregarded in determining the net 
income of a consolidated group for purposes of taxation, 
Helvering v. Post & Sheldon Corporation, 71 Fed. (2) 930, 
but those which would distort the actual net income of the 
group by permitting a loss to be deducted other than from 
the income of the unit which sustained the loss are not to 
be given effect.—U. S. Circuit Court of Appeals, Second 
Circuit, in Simms Oil Company v. Commissioner of Internal 
Revenue. 

Decision of Board of Tax Appeals, 28 BTA 1106, affirmed. 


The effect of the consolidation of two Pennsylvania cor- 
porations in 1929 was to create, under State law, a new 
corporation, which was not entitled to deduct a net loss 
sustained by one of its predecessor corporations.—U. S. 
Circuit Court of Appeals, Third Circuit, in The Pennsylvania 
Company for Insurance of Lives and Granting Annuities v. 
Commissioner of Internal Revenue. No. 5535. Oct. term, 
1934. 

3oard of Tax Appeals decision, 29 BTA 1285, affirmed. 


Procedure in Tax Suits—Under Section 260, Title 28, 
U. S. Code, the Court of Claims dismisses a claim against 
the United States filed in that court, where, at the time the 
petition was filed, plaintiff had pending in a District Court 
a suit against a former Collector based upon the same claim 
as the one in the instant case, and where the former Col- 
lector at the time the cause of action arose was acting 
under authority of the United States—U. S. Court of 
Claims in New Jersey Worsted Mills v. The United States. 
No. 42130. 


Recovery of Taxes.—Where Commissioner sent plaintiff 
a certificate of overassessment in 1923 for plaintiff's fiscal 
year ended March 31, 1919, accounting for amounts credited 
on unpaid taxes for prior years and showing a refund which 
was paid to and accepted by plaintiff, such transaction con- 
stituted an account stated which plaintiff could not impeach 
after the statute of limitations had run against a suit for 
refund of the taxes assessed for 1919 and prior years.— 
U. S. Court of Claims in Everett Mills, a Corporation, v. The 
United States. No. 42083. 


Recovery is denied of 1917 taxes paid after the statutory 
period for collection, where such collection had been stayed 
by the filing of an abatement claim. The claim was filed on 
April 1, 1924, which is held to have been within the statu- 
tory period, where an unlimited waiver was on file, all 
such unlimited waivers having been held to expire April 
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1, 1924, and the waiver being held to have been in full force 
and effect during the whole of the day April 1, 1924. It is 
held that there is no merit in the taxpayer’s contention 
that the claim in abatement made by it was not such a 
claim in abatement as is contemplated by Section 611 of 
the 1928 Act. It is further held that the taxpayer’s claim 
of estoppel in pais against the Government based upon a 
telegram and letter of March 29, 1924, was, under the cir- 
cumstances disclosed, rightly rejected by the trial court.— 
U. S. Circuit Court of Appeals, Eighth Circuit, in Century 
Electric Co. v. United States of America. No. 10,015. Noy. 
term, 1934. 


Plaintiff is found guilty of laches in bringing suit, two 
and one-half years after its acceptance, to set aside an 
offer in compromise relating to income and excess profits 
taxes for the year 1918, where no claim of fraud or duress 
was made prior to filing of suit, and plaintiff failed to bear 
its burden of showing duress.—U. S. District Court, East. 
Dist. of New York, in Staten Island Hygeia Ice & Cold 
Storage Co. v. United States of America. No. L-5163. 


The entire amount of a conceded estate tax overpayment 
should be refunded, where the refund claim was filed within 
four years after payment of the last installment in 1925, 
on the authority of Hills, Exrx. v. U. S., 8 Fed. Supp. 849.— 
U. S. Court of Claims in Safe Deposit & Trust Co. of Balti- 
more, M. Ernest Jenkins and T. Courtenay Jenkins, Adminis- 
trators of the Estate of Joseph W. Jenkins, Jr., Deceased, v. 
The United States. No. M-395. 


Pursuant to Section 1113 of the 1926 Act, recovery of in- 
come taxes is denied where the refund claim was filed on 
February 25, 1932, less than six months before the com- 
mencement of suit for recovery, and the Commissioner had 
not acted upon the claim up to the time the suit was begun. 
—U. S. District Court, So. District of New York, memo- 


randum opinion in Acme Manifolding Company, Inc. v. The 
United States. 


Rules of the Board of Tax Appeals: Appeals from Deci- 
sions Resting upon Application of Board’s Own Rules.— 
Where a decision by the Board of Tax Appeals rests on 
the application of its own rules and is not shown to be 
clearly wrong it should not be disturbed upon appeal. 
The questions decided by the Board here were that inas- 
much as the petitioner did not appear to prosecute his ap- 
peal, he did not overcome the presumption of correctness 
attaching to the Commissioner’s determination of a defi- 
ciency; and that no presumption of correctness attached 
to the Commissioner’s finding that the petitioner was guilty 
of fraud for 1924.—U. S. Circuit Court of Appeals, First 
Circuit, in Commissioner of Internal Revenue v. Henry S. 
Kerbaugh. No. 2957. October term, 1934. 


Decision of the Board of Tax Appeals, 29 BTA 1014, af- 
firmed. 


Sale of Stock to Employees under Market Value: Con- 
tracts of Sale Distinguished from Contracts of Employ- 
ment.—Contracts under which employees purchased stock 
of corporation were contracts of sale and purchase and not 
of employment. The excess of the market value of the 
stock when issued in 1928 over the subscription price is not 
deductible as additional compensation to such employees. 
—U. S. Circuit Court of Appeals, Seventh Circuit, in Gard- 
ner-Denver Company v. Commissioner of Internal Revenue. 
No. 5203. Oct. term, 1934. 


Stamp Tax on Stock Transfers—Where the D corpora- 
tion bought the property of the O corporation with shares 
of stock, to be issued to the stockholders of the O corpo- 
ration, stamp tax liability was incurred pursuant to Schedule 
A-3, Title VIII, of the 1926 Act.—U. S. District Court, 
No. Dist. of Ohio, East. Div., in United States of America 
v. Brown Fence & Wire Company. 

Statute of Limitations—Where plaintiff claimed and was 
allowed as a deduction for 1917 the amount of a reserve 
set up at the end of that year for cash and freight discounts, 
and where plaintiff was also allowed as a deduction for 1918 
the net charges on its books for such discounts less tlie 
deduction taken in 1917, plus a discount reserve set up at 
the end of 1918, plaintiff is estopped from claiming a re- 
fund of an amount equal to the discount deduction allowed 
for 1917 upon an allegation that such discount should have 
been allowed in 1918 and not in 1917, the statute of limita- 
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tions on the collection of 1917 taxes having expired.—U. S. 
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from the facts so found, if clearly erroneous, raises a ques- 
tion of law,” says the opinion.—U. S. Circuit Court of Ap- 
peals, First Circuit, in B. F. Sturtevant Company et al. v. 
Commissioner. No. 2888. Oct. term, 1934. [Dissenting 
opinion by Judge Bingham.] 

Decision of the Board of Tax Appeals, 26 BTA 598, 
reversed and the case remanded. 


Significant Decisions of the Board 
of Tax Appeals 


Accumulation of Earnings—Tax Liability Under Section 
220 of 1924 and 1926 Acts and Section 104 of 1928 Act.— 
Members of a partnership engaged in the business of pro- 
ducing motion pictures, all of its pictures having been made 
under contract for distributors, organized a corporation 
which took over the assets and continued the business of 
the partnership. A large part of the earnings, both of the 
partnership and its successor corporation, was withheld 
from distribution to firm members and stockholders, and 
was invested in various properties and enterprises and oth- 
erwise accumulated, in accordance with a consistent plan 
of the individuals (who were members of the partnership 
and, later, stockholders and officers of the corporation) to 
build up an organization, sufficiently financed, for the inde- 
pendent production of pictures. It is held the earnings 
were not accumulated beyond the reasonable needs of the 
corporation’s business; the corporation was neither formed 
nor, during the years here before us, availed of for the pur- 
pose of preventing the imposition of surtaxes upon its 
stockholders, within the meaning of Section 220, Revenue 
Acts of 1924 and 1926, and Section 104, Revenue Act of 1928. 
—Cecil B. De Mille et al. v. Commissioner, Dec. 8869 [CCH]; 
Docket Nos. 52995, 52996, 61290, 61291, 65122, 65123, 71951, 
71952. 

McMahon dissents with an opinion that the gains or 
profits were permitted to accumulate beyond the “reason- 
able needs of the business.” He argues that the words 
“the business” as used in the statute mean the business as 
actually carried on at the time in question, not business 
which the corporation is authorized to do but has not done. 


Corporation Distributions—Transfer of Assets by Single 
Stockholder Corporation to a Trust.—The sole stockholder 
of a corporation requested it to transfer assets to a trust 
created by him, and the transfer, which wiped out the 
surplus, was made upon authorization of its directors. It 
is held that the transaction amounted to the distribution 
of a taxable dividend to the extent of the earnings and 
profits on the date of the transfer which had accumulated 
after February 28, 1913.—Percy H. Clark v. Commissioner, 
Dec. 8862 [CCH]; Docket No. 65177. 

Adams dissents, as to the first issue, with written opinion 
to the effect that the income was taxable to the grantor 
because he was directly benefited, in that the trusts dis- 
charged a legal obligation which he was bound to perform. 
Smith and Seawell agree with this dissent. Turner dissents, 
with brief opinion to the effect that the income is taxable 
to the grantor under Section 167 of the 1928 Act. Van Fos- 
san dissents, with brief opinion, on the ground that tax- 
payer should not be permitted “to do by indirection that 
which the law forbids if done directly.” 


“Dealer in Securities’*—Term Held Inapplicable to Spec- 
ialist in Odd Lots of Stocks.—The petitioners, who special- 
ized in odd lots of a group of stocks traded in on the New 
York Curb Exchange and also executed, in a limited way, 
orders received from other brokers for round lots of the 
same stocks are not dealers in securities within the meaning 
of Article 105 of Regulations 74. [In James B. Lowell, 30 
BTA 1297 and Albert Fried, 31 BTA 638, the same con- 
clusion was reached respecting specialists in stocks listed 
on the New York Stock Exchange].—Frederic H. Brendle 

. Commissioner; Nathan Benjamin v. Commissioner; Henry 
C. Hagen v. Commissioner; F, Sherman Chipman v. Commis- 
sioner, Dec. 8873 [CCH]; Docket Nos. 56394-56397, 66821- 
66824. 


McMahon dissents, without written opinion. 


Deductions from Gross Income.—1. Fee for amendment 
of charter is in the nature of an organization expense and 
may be deducted as a loss upon dissolution. Malta Temple 
Association, 16 B. T. A. 409. 
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2. Fees paid in connection with the retirement of capital 
stock and the issue and sale of new stock do not result in 
the acquisition of any asset for which a loss can be taken 
upon dissolution. James I. Van Keuren, 28 B. T. A. 480. 

3. Amounts expended in connection with the dissolution 
and liquidation of a corporation are deductible in the year 
that dissolution occurred, as ordinary and necessary busi- 
ness expenses.—Pacific Coast Biscuit Company v. Commis- 
sioner; American Biscuit Company v. Commissioner; Capital 
Candy and Cracker Company v. Commissioner; E iverybody’s ; 
Macaroni Company v. Commissioner; Tacoma Biscuit and 
Candy Company v. Commissioner, Dec. 8881 [CCH]; Docket 
Nos. 71588, 74625-74628. 


Dividends—Tax Liability Where Transfer of Shares Be- 
tween Date When Dividend Was Made Payable to Stock- 
holders of Record and Date When Dividend Was Actually 
Paid Is Involved.—On Jan. 23, 1923, a corporation declared 
dividends payable Feb. 10, 1923, to stockholders of record 
on Jan. 26, 1923, and on Feb. 3, 1923, a stockholder in the 
hotel company entered into a contract to subscribe for 
shares in an investment company, agreeing “to pay there- 
for” by “selling, assigning, transferring and setting over” 
to the investment company his shares in the hotel company, 

“together with any dividends which may be paid hereafter 
upon said stock prior to the certificates therefor being trans- 
ferred upon the books of said company,” which transfer 
on the books occurred February 13, 1923, the books being 
closed to transfers from January 26 to February 10, 1923. 
On February 10 the hotel company mailed a check for 
such dividends to the taxpayer as record holder, the same 
being received not later than February 12. On February 
16 the check was deposited by taxpayer to his order and 
on February 20, 1923, he drew his check to the investment 
company for the amount of such dividends, which check 
was duly delivered to the investment company. It is held 
the dividends were taxable to the taxpayer, the stockholder 
of record on January 26, 1923.—Franklin J. Matchette v. 
Commissioner, Dec. 8882 [CCH]; Docket No. 40710. 

Trammell dissents, without opinion. 


Security Sales—Application of First In, First Out Rule. 
—The first in, first out rule is applicable to sales of stock by 
petitioner where the certificates were not in his possession 
and his only attempt at identification was to have his book- 
keeper note on his records that the sales were from par- 
ticular lots—A. F. Mack v. Commissioner, Dec. 8876 [CCH]; 
Docket No. 74111. 


Corporation Distributions—Where petitioner was the 
record owner of the stock of a corporation, except qualify- 
ing shares, and in 1929 withdrew as an alleged loan sub- 
stantially all of the corporation’s net earnings, without 
evidencing the obligation by promissory note, or paying 
interest thereon or having repaid the amount to the cor- 
poration, and afterwards continued to make withdrawals 
from corporation earnings, at least down to August 3], 
1933, such withdrawals constituted distributions taxable 
as dividends, within the meaning of Section 115, Revenue 
Act of 1928, notwithstanding no formal dividend was de- 
clared and withdrawals were charged against petitioner's 
open account on the corporation’s books.—C. W. Murchi- 
son v. Commissioner, Dec. 8880 [CCH]; Docket No. 72347. 

Trusts—Income from Trust Set Up for Grantor’s Chil- 
dren Held Not Taxable to Grantor.—The income from an 
irrevocable trust created by a father for the benefit of his 
minor child, which income, by the terms of the trust, is 
to be expended as it accrues “for the maintenance, educa- 
tion, and support of the beneficiary,” is not taxable to the 
father under section 162 (b), Revenue Act of 1928, as the 
father is not a beneficiary of the trust. The Board over- 
rules the Commissioner’s contention that because the tax- 
payer was personally liable for the expenses of maintaining 
and supporting his minor child, he was the real beneficiary 
of the trust—Percy H. Clark v. Commissioner, Dec. 8862 
[CCH]; Docket No. 65177. 


Trusts—Tax Status of Profit on Sale of Part of Corpus 
of a Testamentary Trust——Where part of the corpus of a 
testamentary trust is sold and the trustee and the income 
beneficiary for life treat the profit on the sale as distrib- 
utable to such beneficiary; such profit is so credited on the 
trust accounts and actually paid by the trustee to such 
beneficiary; the proper court order, approving such trust 
accounts showing such ‘credit, is not disturbed; and the 
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taxable profit on such sale is returned for income tax pur- 
poses by such beneficiary for the year of such credit. Such 
profit is distributable to and therefore taxable to the income 
beneficiary for life under the Revenue Act of 1928, Section 
162 (b). Freuler v. Helvering, 291 U. S. 35, followed.— Law- 
rence Fox and C. L. Berkey, Executors of the Estate of 
Emilie C. Fox, Deceased, v. Commissioner, Dec. 8872 [CCH]; 
Docket No. 66240. 


The New Income Tax Regulations 


(Continued from page 147) 


and dividends from foreign countries, etc., Article 147-7 de- 
fines the term “collection” to include (a) the payment by 
the licensee of the foreign item in cash; (b) the crediting 
by the licensee of the account of the person presenting the 
foreign item; (c) the tentative crediting by the licensee of 
the account of the person presenting the foreign item until 
the amount of the foreign item is received by the licensee 
from abroad; (d) the receipt of foreign items by the licensee 
for the purpose of transmitting them abroad for deposits. 


Information by Corporations 


Whereas Article 831 of Regulations 77 required returns of 
information as to dividend payments, where directed by 
the Commissioner, in any amount, under the new regula- 
tions (Art. 148-1) only amounts equaling $300 or more 
during the calendar year need be reported on Forms 1096 
and 1099 for the calendar year 1934 and subsequent years 
on or before February 15 of the following year. A statement 
of the number and class of shares owned by the shareholder 
to whom dividend payments are made is not required. 
Another new provision directs that in cases of distribu- 
tions made from a depletion or depreciation reserve, or 
which for any other reason are deemed by the corporation 
to be nontaxable or partly nontaxable to its shareholders 
the corporation shall first fill in the information on the 
reverse side of Form 1096 and forward it to the Commis- 
sioner not later than February 1 of the following year. 
Thereafter the Commissioner shall determine and advise 
the corporation of taxability of any portion of the distri- 
bution whereupon the corporation shall prepare for each 
shareholder a Form 1099, which, together with Form 1096 
shall be forwarded to the Commissioner within 30 days. A 
reasonable extension of time for filing the return will be 
granted for cause shown. 


Estates and Trusts 


A guardian is a fiduciary and is obliged to make and file 
an income tax return for his ward and pay the tax, if 
required by law, or the return may be made by the ward 
under a new regulation in Article 161-1. It is also directed 
that the fiduciary of an estate or trust is required to make 
and file the return and pay the tax on net income, in the 
computation of which consideration is to be given to the 
additional deductions authorized in Section 162. Employees’ 
trusts and trusts within the scope of Sections 166 and 167 are 
accorded different treatment, depending on, in the cases 
within Sections 166 and 167, whether the grantor has retained 
a certain interest in the corpus or the income of the trust. 

Several provisions in Article 162-1 which treat of the 
deductions and credits allowed to the estate of a deceased 
person or to a trust in addition to or in lieu of the deduc- 
tion described in Sections 23, 25, and 163 are new. Par- 
ticular items of gross income, taxable to the estate or to 
the grantor, or to legatees, heirs or beneficiaries, are also 
considered. The article also expressly declares that if the 
tax has been properly paid on the net income of an estate 
or trust such income is not in the hands of the distributee 
thereof taxable to him. 


Revocable Trusts 


A new test of the taxability to the grantor of the income 
of trusts in the corpus of which the grantor has provided 
that title shall or may once revest in himself is prescribed 
in Article 166-1, for which there is no corresponding ar- 
ticle in Regulations 77. If the income or any part thereof 
is shown to be taxable to the grantor the gross income of 
the corpus included in the gross income of the grantor 
shall be subject to deductions with respect to such corpus 
the same as if the trust had not been created. 
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TAXATION 


under the 


A.A.A. 


by 
KINGMAN BREWSTER 
JAMES S. Y. IVINS 


and 
PERCY W. PHILLIPS 


1. To what commodities do the “processing 
tax” and “compensating tax” apply? 

2. What is the difference between those two 
taxes? 

3. When and how is the rate of tax deter- 
mined? 

4. To whom and when are these taxes on im- 
ports payable? 

5. How often must returns be filed? 


6. How is the “equivalent unit” of a “com- 
peting commodity” determined ? 


7. When is a retailer subject to taxation 
under the A.A.A.? 


Consult Taxation under the A.A.A. for 
answers to the above and hundreds of other 
questions that have arisen under this new 
Act. 

The first book, written by nationally fa- 
mous tax men, on this vitally new problem. 


Order today! 


Baker, Voorhis & Co., 
119 Fulton St., New York City. 


~ Please send me one copy of TAXATION UNDER THE 
A.A.A. for five days’ examination. At the end of 
that time I will either send you my check for $5.00 
or return the book to you. 
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Treating the test of taxability to the grantor of the in- 
come of trusts in the income of which the grantor retains 
an interest, Article 167-1 of the new regulations is a com- 
plete restatement of Article 881, Regulations 77. If the in- 
come or any part thereéf of the estate is shown to be 
taxable to the grantor such income included in the gross 
income of the grantor shall be subject to deductions with 
respect to such income as if the trust had not been created. 


Partnerships 


As to computation of partnership net income, no part of 
prior regulations corresponds to Article 183-1. In addition 
to the treatment of the nondeductibility of payments made 
to a partner for services rendered and for interest on capi- 
tal contributions, the new article directs that in computing 
gain or loss upon the sale of capital assets Section 117, 
which relates to capital gains and losses, applies; and the 
fact that a net loss may have been caused on account of 
losses sustained upon the sale or exchange of capital assets, 
will not deny to the partner his right to deduct from gross 
income a pro rata share of the firm’s net loss, even though 
individually he may not have realized any gain on the sale 
or exchange of capital assets. 

The earned income credit of partners is the subject of 
Article 185-1, which, since there was no earned income 
allowance in the 1932 Act, has no corresponding article in 
Regulations 77. An example shows a computation of the 
earned income credit of a partner for a proper part of the 
partner’s distributive share of the partnership’s net in- 
come, with an illustration of the 20 per cent limitation. 


Assessment and Collection of Deficiencies 


A new prerequisite to extension of time for payment of 
a deficiency is prescribed by Article 272-3, which cor- 
responds to Article 1173 of Regulations 77. A sworn state- 
ment of assets and liabilities of the taxpayer is required, as 
well as an itemized statement showing all receipts and dis- 
bursements for each of the three months preceding due 
date of the tax, to accompany the application for extension 
of time. 

Assets of a farmer petitioning for relief under Section 
75 of the National Bankruptcy Act and assets of a bank- 
rupt or debtor acquired subsequently to adjudication in 
bankruptcy or approval of the debtor’s petition or answer 
in a proceeding for the relief of debtor, and which are not 
in control of the bankruptcy court are subject to distraint, 
according to a new provision in Article 274-1. The article 
includes the treatment of new proceedings for relief of 
debtors, which was not considered in Article 1191 of 
Regulations 77. 

The language of Article 274-2, relative to immediate as- 
sessment in bankruptcy and receiverships, is a revision of 
Article 1192 of Regulations 77, with an extension of its 
scope to cover assessments made in connection with pro- 
ceedings for the relief of debtors. 

In addition to reflecting changes due to the Revenue 
Act of 1934, the subject of the suspension of the statute of 
limitations where the taxpayer does not appeal to the Board 
after receipt of notice of deficiency, and in bankruptcy or 
receivership proceedings, or in proceedings in a Federal 
ay for the relief of debtors, is treated anew in Article 
275-1. 

Relative to the period of limitation upon the collection 
of a tax, a provision of Article 275-2 not in prior regula- 
tions (Art. 1202) states that where more than 25 per cent 
of the gross income stated in the return was omitted there- 
from, a proceeding in court for the collection of the tax 
may be begun without assessment within five years after 
the return was filed. 


Refunds and Credits 


Article 322-4 directs that if the judgment against thé col- 
lector for refund was affirmed on appeal, two certified 
copies of appellate court mandate should be attached to 
claim. No judgment will be paid where an appeal is pend- 
ing except upon stipulation of parties waiving right of 
appeal. . 

Additional Income Taxes 


Articles 351-1 to 351-9 contain the Department’s inter- 
pretation of the surtax on personal holding companies 
imposed by the Revenue Act of 1934. No similar tax was 
levied under prior law, hence these regulations are new. 


THE TAX MAGAZINE 


Please mention Tue Tax MAGAZINE when writing to Advertisers 





March, 1935 


State-Administered Locally-Shared Taxes 
(Continued from page 129) 


Adequate and flexible controls might be used to 
eliminate the foundation for this argument. But 
flexible controls must give somebody power and 
such power will be subject to political abuse. 

A degree of subsidy within the aid-system, how- 
ever, can be defended. Where there is a large meas- 
ure of common benefit we use the principle of ability 
to pay in distributing taxes among individuals. Why 
should we not do the same between districts? For 
example, it is recognized that an educational pro- 
gram is of benefit to all citizens in a community; 
and thereupon we proceed to tax the bachelor for 
education quite as heavily, other things being equal, 
as we do the taxpayer with five children in the public 
schools. Furthermore, we tax the part of town where 
the wealthy live to maintain schools in the poorer 
sections. Similarly, if there is a high degree of com- 
mon interest in a certain minimum and universal 
standard of educational services, it may not be amiss 


to tax rich districts to finance schools in the poorer 
sections. 


A system of sharing revenue according to need 
rather than origin and with property tax reduction 
as a major purpose was inaugurated by the British 
Local Government Act of 1929.6 The British Act 
contained the unique feature that aids under it were 
not to be earmarked for a particular purpose. In lieu 
of other controls the British Act reorganized local 
government and shifted the functions of poor relief, 
highway maintenance, and major health service from 
small districts and the parishes to the counties and 
large boroughs. The index of need was to be a com- 
posite one made up of four factors. Centrally-collected 
revenues were to be distributed according to popula- 
tion, but the population was to be weighted, that is 
the population of a given unit was to be increased, 
(a) in proportion to the number of children under 
five years old, when that number is more than 50 
per 1000 population; (b) in proportion to the amount 
that the per capita assessed valuation of taxable 
property in the district falls below 10 pounds; (c) 
according to the density of population per mile of 
public roads, and (d) according to the amount of 
unemployment. The Act provided for the exemption 
and partial exemption of certain kinds of property 
as part of the program of property tax relief. 


It would réquire a lengthy paper to discuss ade- 
quately each of the many problems involved in es- 
tablishing satisfactory methods for passing revenues 


on from the units of government which can best . 


collect them to those which need them to maintain 
essential services of government. Time has permitted 
only the briefest outline of a few of the important 
considerations. Suffice it to say in conclusion that 
these problems are at the very heart of the public 
finance problem of today. Upon their satisfactory 
solution relief of the property taxpayer and preserva- 
tion of public standards very largely depends. 





_ & Alfred Plumner, “The Reform of Local Taxation in Great Britain” 
in Quarterly Journal of Economics (1929), Vol. 43, p. 697-712. 
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NEW JERSEY 


Billboards.—A. B. No. 129 provides for 
‘several amendments to the act regulating 
Hillboards to provide for more efficient col- 

ection of such taxes. 


Franchise Tax.—A. B. No. 295 imposes 
, business franchise tax on corporations 
or relief purposes. 


Gasoline.—A. B. No. 321 eliminates the 
xemption of agricultural tractors from the 
Boas tax. 


Gross Receipts Taxes.—A. B. No. 130 
permits the payment of gross receipts taxes 
vithout interest in accordance with the 
final judgment of the Tax Commissioner. 

A. B. No. 231 provides that municipalities 
retain the full benefit of gross receipts 
taxes. 
fA. B. No. 232 imposes upon the State 
ax Commissioner instead of the local as- 
sessor the duty of valuing corporation 
roperty subject to franchise tax and gross 
freceipts tax. 


Income Tax.—A. B. No. 294 imposes 
a tax on income for relief purposes. 

A. B. No. 369 provides for the assess- 
ment of a personal income tax. 


Inheritance Tax.—A. B. No. 267 and A. 
. No. 268 repeal and re-enact certain por- 
ions of the Inheritance Tax Law relative 
o exemptions. 

A. B. No. 269 relates to appeals from 
Sinheritance taxes. 


Liquor.—A. B. No. 262 provides for an 
additional $10,000 license fee upon non- 
resident distillers licensed in the state. 

* A. B. No. 303 makes a series of amend- 
ments to the Alcohol Beverage Tax Act; 
repeals stamp tax provisions. Approved 


Feb. 27, 1935. 
Motor Vehicles.—S. B. No. 136 fixes 40¢ 


per horse power for rated horse power or 

ajor fraction thereof for registration fee. 
Eliminates present additional rate for lim- 
ited higher power brackets. 


A. B. No. 144 imposes a new schedule 
of taxes on commercial motor vehicles. 

A. B. No. 362 and A. B. No. 363 provide 
a 15 day grace period in January for ob- 
taining licenses. 

A. B. No. 365 provides for a renewal 
registration fee of $10.00 regardless of 
horse power rating. 


Property Taxes.—S. B. No. 33 continues 
the privilege of paying school taxes in 
Scrip, provided the total of such payments 
to the County Collector be proportionately 
incash. Passed House. 

S. B. No. 200 establishes maximum tax 
rate of 25 mills on property to become 
effective within period of five years. 

A. B. No. 133 and A. B. No. 134 reduce 
the interest rate on delinquent taxes from 
8% to 6%. 

A. B. No. 135 extends from two to three 
years the period of redemption after a tax 
sale, 

A. B. No. 157 provides for “site taxation” 

and for the gradual reduction and final 
elimination of taxation on buildings. 














A. B. No. 165 provides for the charging 
fa filing fee of $5 in tax appeals to State 


Board. 


A. B. No. 191 permits compromise on 
Prrearages in taxes in certain cases. 


ax 















shall be taxed at more than 1% 
value. 


to 20 gallons. 


eliminating 
easily detected analysis and colorless chem- 





Pending State Tax Legislation 


(Continued from page 160) 


A. B. No. 192 extends the time for com- 


puting the average rate of taxation. 


A. B. No. 316 provides for the taxation 


of intangible wealth, such as bonds and 
mortgages. 


A. B. No. 326 provides a method of com- 


promising delinquent taxes. 


A. B. No. 352 makes certain exemptions 


in favor of agricultural and horticultural 
items of property. 


A. B. No. 353 provides that no property 
of its 


Public Utilities—A. B. No. 354 provides 


for the taxation of gross revenue of pub- 
lic utilities. 


A. B. No. 358 imposes a tax on the price 


charged for gas, electricity, telephone, heat, 
water power, 
service. 


light and sewage disposal 


Sales Taxes.—A. J. R. No. 10 memorial- 


izes Congress to grant consent to the taxa- 
tion of certain inter-state sales. 
in Senate. 


Adopted 


A. B. No. 296 imposes a retail sales tax 


on personal property for relief purposes. 


NEW MEXICO 
Adjournment of Legislature—The 1935 


regular session of the legislature adjourned 
sine die on February 25, 1935. 


Franchise Tax.—yS. B. No. 47 imposes 


a franchise tax on corporations of $1 per 
$1,000 
February 6, 1935. 


issued capital stock. Approved 


Franchise Tax.—S. B. No. 131 repeals 


S. B. No. 47, Laws of 1935, and enacts a 
new franchise tax law. 


ary 26, 1935. 


Approved Febru- 


Gasoline.—S. B. No. 135 reduces the 


quantity of tax exempt gasoline that a 


tourist is allowed to bring into the state 
Passed both Houses. 

*H. B. No. 125 making refunds of cer- 
tain gasoline taxes to purchasers only and 
black hue and = substituting 


ical. Approved February 25, 1935. 


Income Tax.—S. B. No. 39 exempts 
expenses for board and lodging spent by 
any person who is absent from home. Ap- 
proved February 19, 1935 


Liquor.—%S. B. No. 28 enacts a new 
liquor law. Approved February 26, 1935. 


Motor Vehicles—H. B. No. 17 amends 
the law relative to distribution of motor 
vehicle registration fees. Approved Febru- 
ary 25, 1935. 

+H. B. No. 71 amends the motor vehicle 
= fees. Approved February 23, 
1935. 


Property Taxes.—¥S. B. No. 3 provides 
for a moratorium on interest and penalties 
for delinquent property taxes. Approved 
February 28, 1935. 

%*H. B. No. 63 provides for the listing 
and assessment for taxation of farm prod- 
ucts while owned by the original producer. 
Approved February 23, 1935. 

*H. B. No. 230 provides that district 
courts may reassess property for 1930 and 
prior years on motion of state tax com- 
mission. Approved February 27, 1935. 

Sales Tax.—yS. B. No. 1 provides for 
the reenacting of the sales tax effective 
June 30, 1935. 
1935. 





Approved February 25, 
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NEW YORK 


Alcoholic Beverages.—A. B. 972 (same 
as S. B. 747) defines distributor. Passed 
both Houses. 


Chain Stores—S. B. 762 licenses chain 
stores at fees from $3. to $500. 


Estates Tax.—yxA. B. 820 (same as S. B. 
622) continues present rates of estate tax 
to July 1, 1936. Senate Bill approved Feb. 
16, 1935, Chap. 39. 

A. B. 976 (same as S. B. 
to death taxes generally. 


Film Exhibitors—A. B. 856 (same as 
S. B. 647) imposes a registration fee on 
film exhibitors of 50¢ registration and 10¢ 
per 100 feet of film. 


Franchise Tax—Business Corporations. 
—yxA. B. 815 (same as S. B. 823) imposes 
emergency tax of 14% on business cor- 
porations income for 1936 measured by 1935 
income. Approved Feb. 16, 1935, Chap. 37. 


Franchise Tax—Real Estate Companies. 
—A. B. 797 amends sec. 182 Tax Law by 
making it not apply to unpaid taxes ac- 
cruing prior to January 1, 1925. 


Franchise Tax—Utilities— yA. B. 880 
(same as S. B. 667) changes due dates and 
return dates for transportation, etc., com- 
panies. Approved Feb. 16, 1935, Chap. 880. 


Gasoline.—%H. B. No. 431 (same as 
S. B. No. 382) Secs. 282, 420 of Tax Law, 
defines “person” for motor fuel and alco- 
holic beverage taxes to include an ex- 
ecutor, administrator, receiver, trustee or 
fiduciary, and in case of motor fuel tax, 
also individuals, partnerships, corporations, 
etc. Approved Feb. 16, 1935, Chap. 48. 


% A. B. 818 (same as S. B. 619) extends 
the emergency tax on motor fuel until 
June 30, 1936. Senate Bill approved Feb. 
16, 1935, Chap. 41. 

* A. B. 861 (same as S. B. 620) imposes 
emergency tax of 1¢ per gallon on gaso- 
line from April 1, 1935 to June 30, 1936. 
a Bill approved Feb. 16, 1935, Chap. 


Insurance.—A. B. 786 (same as S. B. 
456) imposes a tax of 20¢ on each $1.00 of 
premiums charged by unlicensed foreign 
insurance corporations. 


WA. B. 881 (same as S. B. 665) increases 
tax on premiums to be paid by foreign life 
insurance companies. Approved Feb. 16, 
1935, Chap. 36. 

A. B. 1160 imposes tax of 15¢ on each 
$1.00 of premiums of all unauthorized for- 
eign companies. 


Mortgages.—¥S. B. 750 affords review to 
act of recording officer refusing to record 
instrument. Approved Mar. 8, 1935, Ch. 93. 


Motor Vehicles—A. B. 783 imposes a 
tax on foreign trucks transporting goods 
equal to tax imposed on residents of N. Y 
in other states. Passed House. 

S. B. 289 provides that fees for motor 
vehicles registering on or after April 1 and 
before July 1 shall be 3%4 of annual fee. 

A. B. 1127 makes registration for auto 
trucks $10. if owned by farmer. 

A. B. 982 (same as S. B. 772) reduces 
motor vehicle registration fees. 

A. B. 1062 provides for a flat registra- 
tion fee of $3.00 for vehicles under sec. 


11 (6). 


752) relates 
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New York City Charter.—S. B. 542 au- 
thorizes N. Y. C. to include items in char- 
ter for reserve against tax delinquencies. 
Approved February 8, 1935. ° 


Personal Income.—xA. B. 814 (same as 
S. B. 621) imposes an emergency tax of 
1% for 1935. Approved Feb. 16, 1935, 
Chap. 34. 


* A. B. 879 (same as S. B. 666) increases 
personal income tax rates. Applies to in- 
come received after Jan. 1, 1935. Approved 
Feb. 16, 1935, Chap. 35. 


A. B. 967 (same as S. B. 746) relates to 
computing tax on calendar or fiscal year 
basis. 


A. B. 968 (same as S. B. 745) includes 
in gross income amounts received from 
deceased’s death from insurance or an- 
nuity. 

*S. B. 738 (same as A. B. 975) provides 
for minimum penalty of $2 for failure to 
file return. Approved Mar. 8, 1935, Chap. 99. 


A. B. 969 (same as S. B. 742) includes 
all items of income no matter where made 
in gross income. ‘ 

A. B. 975 (same as S. B. 738) relates to 
penalties for failure to file return. 


A. B. 965 (same as S. B. 744) relates to 
the basis of determining gain or loss. 

A. B. 910 (same as S. B. 698) provides 
that gross income shall not include capital 
gains not connected with business or ac- 
quired by inheritance or gift. 

A. B. 962 (same as S. B. 741) defines 
“resident estate or trust” for personal in- 
come tax. 

A. B. 963 (same as S. B. 740) relates to 
non-resident estates under the personal in- 
come tax law. 


Personal Income—Wagering.—A. B. 966 
(same as S. B. 143) allows wagering losses 
only to extent of gain. 


Personal Income—Withholding.—A. B. 
964 (same as S. B. 736) requires withhold- 
ing agents to make return February 15. 


Property Taxes. —A. B. 735 exempts 
dwellings to the value of $5000 from tax- 
ation. 

% A. B. 429 relates to tax sales certifi- 
cates. Approved Feb. 16, 1935, Chap. 49. 


Retail Sales Tax—Chewing Gum.—S. B. 
758 imposes a retail sales tax of 10% on 
sales of chewing gum. 


Stock Transfer Tax.—A. B. 916 (same 
as S. B. 699) provides that if share sold 
for $10. or less per share the tax to be 
YZ of 1% of consideration. 

*% A. B. 817 (same as S. B. 618) extends 
the emergency additional stock transfer 
tax to June 30, 1936. Senate Bill approved 
Feb. 16, 1935, Chap. 42. 


Store Licenses.—S. B. 718 provides for 
licensing stores, restaurants, etc., at fees 


from $5. to $1000. 


Unincorporated Businesses.—x A. B. 878 
(same as S. B. 668) taxes unincorporated 
businesses 4% on net income of 1935 for 
the year 1936. Approved Feb. 16, 1935, 
Chap. 33. 


NORTH CAROLINA 
Corporation Filing Fees—S. B. No. 15 
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— jarvaag purposes. Approved February 4, 


Electric Power.—H. B. No. 274 imposes 
an excise tax upon electric power gen- 
erated and sold in this State. 


Fermented Beverages.—H. B. No. 272 
imposes a license fee on the manufacture 
of fermented beverages. 


Fishing Industry.—H. B. No. 183 amends 
the law relating to tax on the fishing in- 
dustry. 


Foreign Corporations—H. B. No. 173 
repeals sub-section g of Sec. 215, Ch. 445, 
Laws 1933, relating to exemption from tax- 
ation of stocks in foreign corporations. 


Gasoline Tax.—S. B. No. 100 imposes an 
additional 1¢ tax on gasoline. 


Income Taxes.—H. B. No. 118 increases 
the rate on incomes. 

H. B. No. 134 reduces the fee for regis- 
tration and licensing of motor vehicles 
40%. 


Martin County — Delinquent Taxes.— 
H. B. No. 116 extends to first Monday in 
December the sale for delinquent taxes in 
Martin County. Passed House. 


Motor Vehicle Registration.—S. B. No. 
117 amends rates on motor vehicles. 

H. B. No. 103 exempts motor vehicles 
owned by the State, county, city and or- 
phanages and church buses from the motor 
vehicle license law. 

H. B. No. 121 amends the law relative 
to the operation of motor vehicles without 
a license. 


Property Taxes.—S. B. No. 174 provides 
for a more equitable listing of property 
for purposes of taxation. 





Property Taxes—Exemptions.—H. B. 
No. 107 exempts homesteads from taxation. 


Property Taxes—Personal Property Ex- 
emptions.—S. B. No. 91 and No. 102 amend 
the law relating to personal property ex- 
emptions. 


Transylvania County—Delinquent Taxes. 
—%*S. B. No. 11 provides for the accept- 
ance by the tax collector of Transylvania 
County of bonds and notes and matured 
interest coupons in payment of debt serv- 
ice portion of current and delinquent taxes 
and in full payment of taxes for the year 
1930 and years prior thereto. Approved 
January 28, 1935. 

*S. B. No. 121 amends S. B. No. 11 re- 
lating to payment of taxes in Transylvania 
County. Approved February 4, 1935. - 


Wholesale Merchants.—S. B. No. 83 
amends Sec. 406, Ch. 445, P. L. 1933, re- 
lating to tax on wholesale merchants. 


NORTH DAKOTA 


Coal.—S. B. No. 72 levies tax of 50 cents 
a ton on coal mined in the State. 

S. B. No. 123 provides for coal mine 
licenses. Passed Senate. 


Constitutional Amendment.—S. C. R. No, 
“N” proposes constitutional amendment to 
permit classification of property for taxa- 
tion. Indefinitely postponed. 


Gasoline Tax.—H. B. No. 106 exempts 
gasoline for agricultural purposes. 





amends Consol. Stats. Sec. 1218 relating 
to taxes and fees for filing certificates for 


H. B. No. 190 fixes rate at 5 cents per 
gallon but when 10 per cent ethyl is used 








March, 1935 Ma 
rate is 3 cents. Indefinitely postponed inj Engit 
House. ides th 

Licenses.—H. B. No. 160 licenses opera?!" 
ators of apiaries. : 
S. B. No. 118 licenses peddlers of drugs jy Excis 
etc. Indefinitely postponed in Senate. f ntinu 
S. B. No. 159 permits reciprocal under.}@f inte 
writers’ licenses. bal est 
S. B. No. 161 licenses dealers in live. Excis 
stock. Passed Senate. & pro 


Motor Vehicles.—H. B. Nos. 163 and 17! f™pplian 


and S. B. Nos. 88, 89, 154 amend moto: ff% exc 
vehicle law. H. B. No. 174 has passei€ 
House and S. B. Nos. 88, 89, 154 have(j Fur ! 
passed Senate. pe lice 
Property Taxes.—S. B. No. 51 cancek fj Gaso: 
taxes on homesteads for years prior t:jitomo 
1934. Indefinitely postponed. fhe ga: 
S. B. No. 56 makes the assessment dat ff 
May 1. Indefinitely postponed. } Inco 
H. B. No. 101 provides for adjustmen@p' the 
of delinquent taxes. Killed. mies 0 
H. B. No. 121 cancels personal property(@' for 
taxes for 1933 and prior years. een O 
H. B. No. 126 amends tax exemptioni@nsible 
statute. Passed House. d les 
H. B. No. 156 levies additional % millwplue « 
tax. Passed House. Moti 


H. B. No. 181 levies one mill tax for 
old age pensions. 

S. B. No. 129 exempts homesteads. Passed 
Senate. 





























e fee 
br the 
onal 


S. B. No. 143 amends law relating to ex. Motc 
emptions of personalty. fixes 
Tobacco.—H. B. No. 49 imposes a stamp obile: 


tax on tobacco. 


Indefinitely postponed. _— 


H. B 
tomc 
opert 
H. B 
latins 
cles. 


H. FE 


OHIO 


Advertising.—H. B. No. 3 taxes outdoor 
and billboard advertising 5¢ per square foot 
with a minimum of $1. 


Alcoholic Beverage Taxes.—H. B. No. 
37 repeals the $1 gallonage tax on liquor. 
No. 172 provides for a repeal of 

the excess gross profits tax on liquor. 

S. B. No. 42 provides for the increasing 
of the alcoholic content of wine from 17% 
to 21% for taxation purposes. 

S. B. No. 43 reduces the tax on beer from 
$1.50 per barrel to 75¢ per barrel. 

S. B. No. 51 repeals the $1 gallonage 
tax and the 30% gross profits tax in the 
State liquor monopoly. 


Chain Stores—H. B. No. 139 levies 2 
graduated chain store tax with rates of 
$2 for the Ist store; $5 for each of the 
next 4 stores; $10 for each of the next 3 
stores; $20 for each of the next 5 stores; 
$30 for each of the next 5 stores; $35 for 
each of the next 10 stores; $100 for each 
of the next 20 stores; $200 for each of the 
next 25 stores; and $250 for each of all 
stores in excess of 75 stores. 

S. B. No. 93 taxes chain stores $50 each 
to 5 stores; $100 each for the next ) 
stores; $200 each for the next 40 stores; 
$300 each for the next 50 stores; $500 each 
for all over 100 stores. 


Constitutional Amendments.—H. J. R 












No. 2 provides for a home-owners’ exemp-§, 
tion of $3,000 on value for taxation. TOp 

H. J. R. No. 15 requires levies outside &X¢ 
of limitations to be proportionately levielf¥® ye 
against all sources in subdivision. H. F 


Electrical Contractors—H. B. No. 14 +y 
licenses and regulates electrical contractors. 
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Engineers’ Licenses.—S. B. No. 85 pro- 
ides that licenses for stationary engineers 
all include engineers of Diesel engines 
d ammonia-operated refrigerators. 


drugs, | Excise Tax—Interurbans.—xS. B. No. 23 
te. f ntinues for three years the exemption 


Property Taxes.—H. B. No. 4 relates 
to relief of real and personal property of 
extra tax burdens due to acquisition of 
property by the State. 

H. B. No. 22 provides for a tax upon 
real and personal property to maintain a 


ed in 


oper 


inderj@f interurbans from all taxation except police relief fund. Vetoed Feb. 23, 1935. 
al estate taxes. Approved March 6, 1935. H. B. No. 75 authorizes certificates against 
| live-ll Excise Tax—Public Utilities.—S. B. No. delinquent taxes to be a first lien on prop- 


erty. 


i f I i ti f . 
onme St Sy a we © H. B. No. 107 permits payment of de- 


nd 17\[~ppliance sales of utilities from the last 


moto: fit excise, tax due to the sales tax. linquent taxes with scrip issued by cities. 
passei & t H. B. No. 116 provides for a separate 
hav: (| Fur Dealers.—S. B. No. 84 provides for | ballot for property owners in bond issue 


ie licensing of dealers in raw furs. 


and levy elections and requires a majority 
ancel Gasoline Tax.—H. B. No. 153 reduces 


vote in each classification. 


ior tofgitomobile and truck fees and increases|  H. B. No. 154 permits county auditors 
‘The gasoline tax 1¢ per gallon. to remit penalties on delinquent taxes for 
t datel , five years after the abrogation, if any, by 
‘y Income Tax.—H. B. No. 134 provides | the Legislature. 
stmen#pr the levy of a personal income tax with| H, B. No. 205 allows a 5% discount for 
htes of 2% to 6% in the $1,000 brackets prompt payment of taxes. 
‘operty d ~ ge yi thar a maxi-| 4S. B. No. 46 permits cities, by majority 
1 we Poel eg Pe Rian amt Mp socicd lb vote, to levy outside the ten-mill limitation 
i 7 i a 
a. d levies a tax of 2 mills on the market a pproved ebruary 6, 


for 
lue of all securities. 93 











YY mill S. B. No. 54 supplements Sec. 5609, G. C., 
Motion Pictures.—H. B. No. 158 increases | relative to the abatement of taxes on over- 
ax forfihe fees for film censorship from $1 to $5| valued real property. 
br the first 1,000 feet and $3 for each addi- S. B. No. 89 requires a 65% affirmative 
Passel Monal 1,000 feet. vote for special election tax levies outside 
the ten mill limitation. 
‘to ex Motor Vehicle Registration.—H. B. No. 
fixes the maximum license fees of auto- = B. “ peg: to ae ee 
. stampypobiles weighing 3,000 pounds at $8 and ve - ri vill Seliiin wees Carel 
ol automobiles weighing 4,000 pounds at | ° SS ee ‘ 
. Sales Tax.—H. B. No. 12 exempts food 
H. B. No. 60 fixes a uniform $3 rate for | from the sales tax. 
tomobile tags and restores the personal] . B. No. 120 provides for a sales tax 
operty tax. card to be punched by vendors when pur- |: 
nutdoorf#H. B. No. 72 amends Sec. 6294, G. C.,| chases are made. 
are footflating to the registration of motor ve-| H. B. No. 121 exempts from the sales 
cles. tax, sales by fruit and vegetable growers 
B. Nog... B. No. 112 fixes a $2 fee for auto-| and purchases of seeds, agricultural lime 
| liquor. obile licenses, plus a personal property | and insecticides. Passed House. 
peal off@xon the vehicle, and fixes truck licenses} . B. No. 135 provides for the exemp- 
oe. 20¢ per 100 pounds to 3,000 pounds and | tion of building materials from the sales 
-reasingae, Pe’ 100 pounds for the excess over | tax, 
sm 17% fed Pounds. : ; H. B. No. 150 exempts trade-in allow- 
H. - No. + ag registrations | ances on automobiles from the sales tax. 
er from@om January | to o_o . : H. B. No. 164 increases the exemption 
. fe . vi provides pe licensing | from the sales tax from 8¢ to 25¢. 
allonage BF bicycles at per year and changes the H. B. No. 173 . : : 
. : ° : z . & ’ provides for taxing dis- 
< in the a re ey registration from Jan play and classified advertising in news- 
; “4 BON in d bil d papers under the sales tax. 
levies ‘ i. oe - di sian Bt li . ~ *S. B. No. 10 permits special elections 
rates 0 - por ses TERED TNS Gaeeeee Wee | tog passage of welfare levies by majority 
| of the Per gallon. ; . |vote. Approved January 24, 1935. 
> next SMH. B. No. 162 changes automobile regis- < © Wn 6 tectesens Gontnieaioes fee 
) stores; ation to July 1 and provides for the eee : 
$35 forfbarterly payment of fee county treasurers and agents for sale of 
for each Ms 7 © ~ stamps from 1/10 of 1% to 1%. Repassed 
> of Gn B. No. 40 fixes a flat fee of $5 on| Senate after motion to reconsider, Janu- 
> of a ito tags plus 1% of the depreciated value; | ary 29, 1935. Passed House, February 14, 
h of a! Mf farm trucks, $10. 1935. 
50 each S. B. No. 47 provides for payment of| 5S, B. No. 68 exempts mining products 
yon 5 certificate tax on motor transportation | and tools from sales tax. 
) stores; ote gc —tlaaatgee on July 1, and] B. Wo. - henge wholesale sales 
h ae , to retailers of other States from the sales 
500 eaciiics 5 No. 109 classifies service automo- | tax. 
£58 egg same as passenger cars for S. B. No. 103 exempts magazines which 
” exemp- ili are shipped second-class mail from the 
on. Property Tax—Exemptions.—H. B. No. | sales tax. 
; outside ages ng Fe! houses from taxation for 
ly leviedff¢ years if built within two years. OKLAHOMA 
n H. B. No. 59 amends Secs. 11730, 11734 


d 11738, G. C., relative to property ex- 


i 
al pt from taxation. 


Gasoline.—S. B. No. 95 relates to the 
enforcement of the gasoline excise tax law. 
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valorem tax penalties. 


tax of $1.50 on 1000 cigarettes. 
operation on March 7, 1935. 
February 5, 1935. 
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H. B. No. 25 repeals Acts exempting 


gasoline used for agricultural purposes 
from gasoline excise tax. Killed in House. 


Gross Production Tax.— 5S. B. No. 11 


provides for the waiving of delinquent tax 
penalties for 1933 and prior years. 
proved February 8, 1935. 


Ap- 


H. B. No. 253 levies a gross production 


tax on gas and oil minerals. 


Income Tax.—%*S. B. No. 11 provides 


for the waiving of delinquent tax penalties 
for 1933 and prior years. 
ruary 8, 1935. 


Approved Feb- 
H. B. No. 138 and H. B. No. 192 pro- 


vide for a new income tax with higher 
rates. 


Inheritance Tax.—S. B. No. 11 pro- 


vides for the waiving of delinquent tax 
penalties for 1933 and prior years. 
proved February 8, 1935. 


Ap- 


Motor Vehicle—H. B. No. 232 relates to 
the taxation of motor vehicles. 


Property Taxes.—S. J. R. No. 15 pro- 


vides for submitting a constitutional amend- 
ment exempting homesteads from taxation. 


*S. B. No. 11 provides for the waiving 
of delinquent tax penalties for 1933 and 
prior years. Approved February 8, 1935. 

S. B. No. 18 relates to adjustment of ad 
Killed in Senate. 

H. B. No. 176 levies a 10 mill ad valorem 
tax on oil and mineral royalties. 


H. B. No. 219 taxes banks on ad valorem 
basis. 


Sales Tax.—H. B. No. 243 assesses a 5% 


sales tax on amusements and _ electrical 
services. 


Tobacco.—%H. B. No. 45, levies stamp 
Goes into 
Approved 


S. B. No. 144 doubles the enforcement 


percentage of recently passed cigarette tax 
law. 


OREGON 


Chain Store Tax.—H. B. No. 201 levies 
a chain store tax; rates $2 to $300. 


Franchise Tax.—%H. B. No. 156 repeals 
laws allowing extra time for payment of 
annual fees on corporations. Approved 
February 22, 1935. 


Gasoline Tax.—H. B. No. 359 restricts 
refunds. Passed Senate. 


Gift Tax.—yH. B. No. 71 amends the 
Gift Tax Law (sec. 5, Ch. 427, Laws 1933). 
Approved February 8, 1935. 


Income Tax.—H. B. No. 35 permits 


$1,500 exemption for medical or funeral 
bills. 


H. B. No. 173 levies 2 per cent surtax 
on personal incomes. 

H. B. No. 312 makes income tax re- 
turns accessible to public. 

H. B. No. 329 levies graduated income 


tax and capital levy for unemployment in- 
surance. 


Inheritance and Gift Taxes.— x H. B. No. 
71 amends the Gift Tax Law. Approved 
February 8, 1935. 

*S. B. No. 26 amends the inheritance 
tax law. Approved February 19, 1935. 
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*S. B. 46 amends the Inheritance Tax 
law to provide reciprocal provisions with 
other states. Approved February 27, 1935. 

*S. B. No. 288 exempts property trans- 
ferred to the State from inheritance taxes. 
Approved March 4, 1935. 


Licenses.—H. B. No. 58 reduces license 
fee on cosmetic peddlers to $25. Indefi- 
nitely postponed. 

H. B. No. 137 increases fee for cosme- 
ticians. 

H. B. No. 165 licenses auto wreckers. 
Passed House. 

H. B. No. 228 licenses painting contrac- 
tors; fee $25. 

H. B. No. 268 licenses slot machines; 
fee $10 each. 

H. B. No. 352 provides for aircraft and 
pilots licenses. 

S. B. No. 167 licenses commission mer- 
chants and brokers. 


Motor Vehicles.—H. J. R. No. 9 relates 
to operation of foreign vehicles in Oregon. 


B. No. 163 reduces motor vehicle 
truck fees. Indefinitely postponed in 
House. 

H. B. No. 223 reduces fees for special 
carriers. 


H. B. No. 292 authorizes temporary per- 
mits for trucks; fee $5 

S. B. Nos. 207 to 214, 216 to 221 amend 
the motor vehicle law generally. All 
passed Senate. . 

S. B. No. 225 changes dealers’ license 
date to January Ist. Passed Senate. 

S. B. No. 234 prescribes fee for small 
trucks. 


Property Taxes.—S. B. No. 13 prohibits 
removal of timber until taxes are paid. 
Amended in House. 

S. B. No. 28 provides for part payments 
of real and personal property taxes. With- 
drawn. 

S. B. No. 29 exempts from taxation mu- 
tual water companies selling to members 
without profit. Indefinitely postponed in 
House. 

S. B. No. 34 provides additional methods 
for enforcing taxes on standing timber. 
Passed Senate. 

H. B. No. 11 allows delinquent taxpayers 
to work off their indebtedness. Passed 
House. 

H. B. No. 27 requires payment of taxes 
before cutting timber. Indefinitely post- 
poned. 

H. B. No. 97 relates to sale of property 
for delinquent taxes. 

H. B. No. 101 amends the exemption 
provision of the law. 

H. B. No. 138 provides for a timber tax 
of 5 cents per acre. 

H. B. No. 169 postpones payment of 
timber taxes. 

H. B. No. 190 relates to collection and 
payment of taxes (amends Code Sec. 
69-720). 

H. B. No. 199 cancels delinquent taxes 
in Tillamook County. 


H. B. No. 205 creates boards for revi- 
sion of assessments. Indefinitely post- 
poned. 


H. B. No. 227 relates to assessment and 
taxation of transient livestock. 

H. B. No. 305 pertains to forestation 
units and valuation for tax purposes. 
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H. B. No. 333 amends law relative to 
tax liens on personalty. 

H. B. No. 361 provides for assessment 
of platted real estate at 50 per cent of 
full value. 

H. B. No. 383 limits tax levies. 

H. B. Nos. 389 and 390 simplify assess- 
ment procedure. 

S. B. No. 71 authorizes adjustment of 
delinquent 1932 taxes. 

S. B. No. 140 graduates discounts for 
prepayments of property and permits par- 
tial payments of $2.50 or more. 

S. B. No. 153 cancels interest and pen- 
alties on delinquent taxes and authorizes 
payment in 10 installments. 


Tobacco.—H. B. No. 255 imposes 10 per 
cent tax on tobacco and dealers’ fee of $3. 


PENNSYLVANIA 


Capital Stock—H. B. No. 578 imposes 
additional 5 mill tax on distillers. 


Chain Stores.—H. B. Nos. 328, 366, 386, 
449 levy a chain store tax. 


Constitutional Amendment.—S. B. No. 
106 proposes amendment to exempt certain 
properties. 

S. B. No. 170 proposes an amendment to 
authorize graduated excise taxes. 


Gasoline Tax.—S. B. No. 139 authorizes 
refunds of taxes paid on fuel not used in 
motor vehicles on highways. 


Income Tax.—H. B. No. 365 levies a 
graduated income tax. 


Property Taxes.—y%H. R. No. 20 re- 
quires county treasurers to hold tax sales 
of returned seated lands during February 
1935. Approved Jan. 30, 1935. 

H. B. No. 315 provides for gradual re- 
duction of tax rate on buildings in second 
class cities. 

H. B. No. 352 abolishes tax levies on real 
estate for school purposes. 

H. B. No. 472 authorizes abatement of 
penalties on borough taxes. 

H. B. No. 474 authorizes abatement of 
penalties on taxes in first class cities and 
school districts. 

H. B. No. 537 and S. B. No. 141 author- 
ize abatement of certain penalties. 

H. B. No. 627 requires owners to make 
report of tax exemptions. 

S. B. No. 125 authorizes compromise of 
delinquent taxes. 

S. B. No. 151 authorizes installment pay- 
ment of delinquent taxes and discounts for 
prompt payments. 

S. B. No. 196 regulates method of assess- 
ing real property. 


RHODE ISLAND 


Alcoholic Beverages.—S. B. No. 46, as 
amended, permits the Alcoholic Beverage 
Commission to fix closing hours and re- 
view appeals from city and town decisions. 


Corporate Excess.—S. B. No. 48 provides 





for notification by the Tax Commission of 
corporate excess rather than of corpora- 
tion’s capital stock. 


Motor Vehicles.—S. B. No. 27 amends 
Sec. 9 of Chap. 98 to provide for suspen- 
sion of registration for nonpayment of 
vehicle tax. Passed Senate. 

H. B. No. 592 amends Secs. 2 to 4, Chap. 
98, to require reports on junked cars and 
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changing registration provisions. Passejm Gasol 
Senate. om gz 

H. B. No. 609 provides for branch officagseS © 
for issuing motor vehicle licenses and regi'S* 
istrations. Grain 

Property Taxes.—S. B. No. 45 limits i@f taxat 
terest on delinquent city and town taxelfiy ele 
and on tax assignment orders to 6%. enate. 





S. B. No. 61 requires payment of taxes 





“Ke Gross 
der protest as prerequisite to contest , ides fc 
assessment. Bross it 

pining 
SOUTH CAROLINA ~, 


Alcoholic Beverages.—H. B. No. 80; 
in regard to sales of liquor. Bes f 


H. B. No. 158 regards a tax on beer. [ir fives 


Dealers.—S. B. No. 183 amends the staif Mot 
aid school law to redefine the terms “retail, wie 
dealer” and “wholesale dealer.” Chin. 


Dividends Tax.—H. B. No. 104 amenéfomper 
Sec. 8 (e) of Act No. 406, L. 1933, to changhf S. B. 
the exemption and rate of tax on dividendfielating 
received by individuals. B Ore 


Income Tax.—H. B. No. 218 amends 193f&x on 
Code, Sec. 2479, in regard to form of infgost of 
come tax returns. ebrua 


Motor Vehicles—H. B. No. 129 makefl Pedd 
payment of license fees prerequisite to is™prney 
sue of motor vehicle licenses. lers; 


Property Taxes.—S. B. No. 187 and Hj Pow 
B. No. 274 authorize the governor to refuires | 
duce the five mill tangible property tayhiled : 

H. B. No. 279 proposes a constitutional prop 
amendment to remove the three mill schoo). 5 
tax. rovide 

Property Taxes—York County.—H. B 
No. 2 provides for levy of taxes for count; 
and road purposes, etc., in York County 
Passed both houses, and Senate amend 


— concurred in by House, January 23 
1935. , 


Tobacco.—H. B. No. 268 requires resi 
dent tobacco manufacturers to affix tar 





m Lives 



























Sale: 





stamps. Passed House. 
Amu 
SOUTH DAKOTA dmiss 
Banl 


Auto Mechanics.—S. B. No. 84 increases 
auto mechanic’s license from $1 to $5. 


Chain Store Tax.—S. B. No. 85 provides 
for a chain store and gross sales tax. 

H. B. No. 49 imposes a license fee on al 
mercantile establishments; one store $j; 
two to five stores, $10; six to ten stores, 
$15; eleven to twenty stores, $20; twenty 
stores and over, $100. 


Cosmetic Therapy.—S. B. No. 54 regu 
lates cosmetic therapy and provides for 
license of $150 for schools. Passed Senate: 


Cream.—S. B. No. 17 regulates buying 
and grading of cream and licenses buyers, 
Passed Senate. 


Delinquent Taxes.—%*S. B. No. 1 pro 
vides for a ten year payment plan on de 


linquent taxes. Approved February !! 
1935. 


Eggs.—H. B. No. 18 imposes a $1 licens 
fee on egg handlers. Passed Senate. 


B4 pr 
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Gov 


Fur Buyers.—S. B. No. 50 imposes 3 
$10 license fee on fur buyer. Passed botl 
houses. February 11, 1935. 
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Passe Gasoline Tax.—S. B. No. 86 exempts 

om gasoline tax, gasoline used in motor 
1 officamuses operating exclusively under a fran- 
“Biise within city limits. 
























make reciprocal agreements for motor| Property Tax—Exemptions.—H. B. No. 
vehicles with other states. 396 exempts property from taxation owned 

S. B. No. 179 and H. B. No. 290 pro-| or used in promoting religious, educational 
vides for an automobile registration tax of }|and physicial development of boys and 


girls. 

Grain—S. B. No. 2 defines the method | * be) anion ; 
mits if@f taxation of grain received in or handled H. B. No. 356 fixes automobile licenses| Quick Silver Tax.—H. B. No. 338 levies 
: seal y elevators and warehouses. Passed for the current year. Indefinitely post-|an occupation tax on the production of 
60%. Wenate. poned. quick silver. 


H. R. No. 15 proposes to reduce auto| Sales Tax.—H. B. No. 409 provides for 
xcs wi Gross Income Tax.—H. B. No. 45 pro- | license fees. a sales tax for unemployment Saaueuines 
itest (ME des for the continuation of the present : : 


: H. B. No. 356 fixes the rate of automobile . 
ross income tax and puts 3% tax on gold ||. : 2 : Tobacco.—H. B. No. 401 levies an occu- 
ining receipts. Killed February 15, 1935. licenses and provides for refunds for li- pational tax on the sale of cigarettes. 


censes already purchased. 
Life Insurance Companies.—S. B. No. 


H. B. No. 429 fixes auto license fees at 
imposes a tax of 1% on gross premiums. | $5 for cars costing up to $750 and $7.50 


se © ieee 






















for cars costin 4 
alle i Livestock Buyers.—S. B. No. 90 pro- pilecxragcinir abi UTAH 
ides for the licensing directly of buyers |. Non-alcoholic Beverages.—H. B. No. 373 Franchise (Income) Tax.—S. B. No. 1 
beer. [if livestock. 0 a privilege tax on non-alcoholic increases the corporation franchise tax on 
he sta ; . . verages. net income from 3% to 4% and abolishes 
«. "i Motor Vehicle Registration—S. B. No. 
S Teta, exempts motor aie used exclusively Property Taxes.—H. B. No. 295 amends Ge preperly Se a. Feenek Senate. 


Secs. 1590, 1591 and reduces the interest| Fuel Gas.—S. B. No. 77 provides an ex- 
penalty on delinquents from 10% to 3%.| cise tax of 5c on 1000 gallons fuel gas. 


Passed House. Gasoline Tax.—S. B. No. 126 requires 
Sales Tax.—H. B. No. 384 provides for a| Payment of tax on all gas entering state in 

36 anles tox. tanks of over 20 gallons. : 
S © tn SO cecilia be 0 ee S. B. No. 152 exempts the bond require- 


. ment for shipments of motor fuel and re- 
the sale of goods, wares and merchandise quires that the tax be paid in advance. 


directly to the public. HB Wo. 152 esc : 
a ; pts farmers, aircraft 
S. B. No. 168 and H. B. No. 265 levy a| and cleaners from the gasoline tax. 


1% tax on all businesses and professions.|_ H,. B. No. 153 exempts from tax the gaso- 
Severance Tax.—H. B. No. 366 imposes line manufactured from Utah coal shales. 


a license tax upon the business of severing| Gross Production Tax.—H. B. No. 121 
natural resources from soil or water. repeals ad valorem tax laws in certain in- 


t d substitut ducti tax. 

MMe tke hl ..!hULh ll 
time for payment of 1934 and 1935 taxes _Income Tax.—S. B. No. 88 increases 1n- 
to June Ist of following years, but with | dividual income tax rates. Passed Senate. 


interest from March Ist. Inheritance Tax.—S. B. No. 127 increases 


ithin municipal limits from payment of 
ompensation fees. 

S. B. No. 74 amends Ch. 139, Laws 1933 
plating to motor carriers. 


§ Ore Tax—H. B. No. 4 imposes a 10% 
bx on all ore, allowing deductions for the 
ost of Operation. Passed both Houses, 
ebruary 18, 1935 


Peddlers.—S. B. No. 93 gives the At- 
prney General authority to license ped- 
lers; fees range from $20 to $100. 


Power Companies.—H. B. No. 63 re- 
uires that power companies shall file a de- 
niled report for assessment purposes. 


Property Taxes — Exemptions.—S. B. 
os. 58 and 59 classify homesteads and 
rovide for exemption of taxes. 
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“7 ras Be No. 372 forbids new tax suits or|the inheritance tax. 
County TENNESSEE accumulation of costs on old ones, cover-| wretals.—S. B. No. 122 and S. B. No. 123 


amend 


ing delinquent taxes 1920 to 1933. place an occupation tax of one per cent on 
luary 25 


S. B. Nos. 251 we 252 provide for tax gross production. 


relief. Motor Vehicles.—H. B. No. 77 releases 
a B. No. 358] contract carriers ton mile tax by purchase 
imposes a privilege tax on intra-state tele-| of special plates. 

phone business. 


S. B. No. 19 exempts from taxation home- 
eads up to the value of $2,000. Passed 
Jpecnate. 

res resi , 
affix tage Sales Tax.—S. B. No. 57 provides for a 
ttail sales tax from one-half cent to two ‘ F 
ents. aihcie Oleomargarine.—S. B. No. 115 omits 
Waverly.—H. B. No. 346 limits the tax| bonds for oleomargarine dealers paying 

rate of Waverly to 2%4% for all purposes. | excise tax. 

S. B. No. 134 provides for the exclusion 


of livestock fats from the oleomargarine 


Amusements.—H. B. No. 230 imposes an 
imission tax on certain amusements. 


Banks.—S. B. No. 268 and H. B. No. 


increases 




































84 provide that banks shall have credits tax. 
to $5 pon their excise taxes for amounts paid TEXAS H. B. No. 123 increases tax on oleomar- 
—— D the State Banking Department. Corporation Taxes.—S. B. No. 159 re- garine from 10¢ to 17A¢ ¢ per pound. 
ax. 





quires persons or corporations paying taxes| Property Taxes.—S. B. No. 72 reduces 
to the state to keep books and records| the discount rate on prepaid taxes from 
which shall be open to inspection by the|5% to 3%. ee 
tax officials. S. B. No. 93 allows county 2 
s to abate delinquent taxes up to $500. 
Franchise Tax—S. B. No. 191 amends >. B. No. 106 provides for installment 


sections providing for a penalty for failure | payment of 1928 to 1932 delinquent taxes. 


Beer.—H. B. No. 173 imposes a tax at 
e rate of $1.20 per barrel on yen 


Delinquent Taxpayers.—S. No. 3 re- 
eves taxpayers for the years F934. 1935. 

*S. B. No. 186 provides for relief as to 
elinquent taxes for 1920 to 1933. Ap- 


fee on all 
store $3; 
n stores, 
'; twenty 




















pie oved February 15, 1935. to pay franchise taxes. H. J. R. No. 3 and S. B. No, 31 relate 
d Senate Electric Power.—H. B. No. 257 provides| Liquors—H. B. No. 366 provides for | ‘© the taxation of mines and mining claims. 

_ feral mill per kilowatt tax on electric|the control and regulation of intoxicating| .H. J. R. No. 8 limits the tax rate to 142% 
s buyingower. liquors. of the assessed valuation. 





s buyers. 5 H. J. R. No. 11 repeals the restriction 
Motor Vehicles.—H. B. No. 275 and H.| on assessment of taxes upon coal mines. 


B. No. 352 amend section relating to the H. J. R. No. 12 repeals the constitutional 
licensing of motorcycles, sidecars and pas-| restrictions upon taxes. 


senger motor vehicles. H. J. R. No. 13 makes all who own or 
Natural Gas Tax.—H. B. No. 288 levies | use property subject to pay taxes for such 

an occupation tax on producers of natural | property. 

gas. H. J. R. No. 15 repeals the constitutional 
Oil Tax.—H. B. No. 287 and H. B. No, | limitation on taxation of intangibles. 

355 amend section levying an occupational| H. B. No. 6 relates to tangible property; 

tax upon the occupation of producing pe-| taxes, value, exemptions and to provide 

troleum oil in the state. annual state tax. 


Government Gas.—H. J. R. No. 9 pro- 
des for the collection of a tax on Gov- 
nment gas. 


Gross Receipts Tax.—S. B. No. 259 
rovides for a tax levy of 1%% of gross 
tceipts of banks, insurance companies, 
$1 licensmblic utilities, merchants and manufac- 
ate. brers. 


Motor Vehicle Registration—S. B. No. 
D5, S. B. No. 330 and H. B. No. 463 au- 
orize the Commissioner of Finance to 
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H. B. No. 130 provides for a tax lien up- 
on personal property. 
H. B. No. 159 exempts homes and farms 
from taxation up to $250 
H. B. No. 160 defines 
tangible property. 


Sales Tax.—S. B. No. 81 increases the 
rate to 3%. 

S. B. No. 104 provides a penalty for over 
collection of sales tax. 

H. B. No. 122 exempts from the sales tax 
poultry, dairy livestock, feed and seed. 


Tobacco.—S. B. No. 115 omits bonds for 
cigarette dealers paying excise tax. 


Trading Stamps.—H. B. No. 23 licenses 
issuance of trading stamps. Passed House. 
Utilities —S. B. No. 125 makes the book 


value of utilities property the basis for 
taxation. 








‘tangible and in- 






































VERMONT 


Alcoholic Beverages.—H. B. 98 relates to 
liquor licenses. Passed House. H. B. 100 
relates to liquor manufacturer’s license. 
Passed House and Senate. 






Chain Stores.—S. B. 18 repeals gross re- 
tail sales tax affecting chain stores. 


Flood Tax.—H. B. 56 relates to the re- 
peal of the flood tax. 


Income Tax Exemption.—H. B. 130 re- 
lates to exemption of individuals and mar- 
ried persons. 

H. B. 131 reduces income tax exemptions. 


Motor Vehicles.—*H. B. 73 relates to 
registration of vehicles. Approved March 
7, 1935. 

H. B. 93 relates to cancellation of regis- 
tration. 

H. B. 132 provides a registration fee for 
farm trucks. 

H. B. 140 provides for part year regis- 
tration. 

H. B. 143 reduces registration fees. 

S. B. 22 relates to license certificates. 
Passed Senate. 

S. B. 22 relates to license certificates. 


Oleomargarine.—*%H. B. 115 relates to 
licensing the sale of oleomargarine. Ap- 
proved Feb. 19, 1935. 


Property Tax—Exemption.—H. B. 179 
provides for taxation of tangible personal 
property of charitable institutions used for 
profit. 

H. B. 182 taxes previously exempt prop- 
erty of charitable corporations acquired 
after Jan. 1, 1935. 

H. B. 77 relates to exemption from taxa- 
tion. 

*S. B. 7 relates to collection of delin- 
quent taxes. Approved March 7, 1935. 




















WASHINGTON 


A General Revenue Bill.—H. B. No. 237 
is the general revenue bill sponsored by 
the Tax Commission. 


Banks.—H. B. No. 161 levies an excise 
tax of $1 per depositor. 


Constitutional Amendment.—S. B. No. 
74 proposes amendment to authorize classi- 
fied property taxes. 


Franchise Tax.—H. B. No. 265 increases 
the corporation franchise tax rates. Passed 
House as amended. 



















































































THE TAX MAGAZINE March, 1935 § Mé 

Motor Vehicles.—H. B. No. 139 relates| Liquor.—yH. B. Nos. 119 and 177 enajin ince 
to operation of vehicles outside of city|a new liquor control act and a new beg@!.04;.2 
limits and prohibits city tax for so doing. | law. Approved and effective March 1, 193gmx (Se 
Passed House. 037. I 


Motor Vehicles.—H. B. No. 146 requir 
auto licenses to be issued for the calen 
year. 

H. B. No. 158 fixes passenger vehicle f¢ 
at $10 first 2,000 Ibs. and 80 cents ea 
additional 100 Ibs. : 

H. B. No. 251 taxes trucks 25 cents gf 
horsepower with additional tonnage fee 

H. B. No. 279 increases fees on bug 
and trucks. 


Oleomargarine.—H. B. No. 
oleomargarine 10c per pound. 
Senate. 


Property Taxes.—H. B. No. 138 exter 
the time for redeeming delinquent lar 
two years. Passed Senate. 

H. B. No. 5 extends the time for 
deeming forfeited lands. Approved Fe 
ruary 13, 1935. 

H. B. No. 16 provides for cancellation 
delinquent 1932 taxes. Passed House. 
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National Banks.—H. B. No. 310 proposes 
4 per cent net income tax on national 
banks. 


Occupation Tax.—A House Bill (num- 
ber unknown) provides for increasing the 
rate on retail businesses to 2% per cent. 


Property Taxes—H. B. No. 64 authorizes 
the tax commission to fix rules for uni- 
form assessments by county assessors. 
Passed House. 

*H. B. No. 149 authorizes the 3% dis- 
count on personal property taxes as well 
as on real estate taxes. Approved March 
5, 1935. 

H. B. No. 162 exempts subsistence home- 
steads. 

S. B. No. 126 exempts homesteads up to 
$5,000 from forced sale. 

S. B. No. 140 exempts homes and per- 
sonal property therein to $3,000. 

S. B. No. 98 provides that lien of taxes 
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: H. B. No. 53 exten xt raphs 

follows the property if sold for debts. delinquent ae poy sy: A gaa come 

H. B. No. 36 prohibits removal of timber| 7. B. No. 134 amends tax collection pigs a 

while taxes are delinquent. Passed House.| visions. A.B 

S. B. No. 95 makes it gross misdemeanor! “Hy, B. No. 182 allows discounts on pap rega 
to remove timber on tax delinquent lands. | ment of delinquent taxes on forfeited lanignue. 

Passed Senate. Passed House. A. I 


H. B. No. 213 relates to collection of 
taxes. 





H. B. No. 184 permits appeals to Sqelatin 





H. B. No. 242 extends Delinquent Tax | Preme Court from assessed valuation A. B 
Compromise Act to include 1933 taxes. Passed House. elatin 
B. No. 273 exempts homes up to H. B. No. 264 amends assessment stag'eW. 
$5,000. utes. Inhe 
H. B. No. 342 relates to collection of de- S. B. Nos. 51, 52 and 53 relate to asses@™. No. 
linquent personal property taxes. ment of undivided interests in lands. : 
H. B. No. 355 authorizes compromise of -* 
delinquent taxes for 1932 and prior years.|_ Utilities —H. B. No. 82 levies one mi —s 
*S. B. No. 227 relates to tax exemp- tax per kilowatt hour on electricity. nce © 
tions. Approved March 28, 1935. ~ 
Sales Tax.—S. B. 181 levies consumers’ WISCONSIN wel e 
sales tax similar to the Ohio law. ; ; 
: Agricultural Products.—A. B. No. 14 Mot 
Severance Tax.—H. B. No. 250 imposes | creates Stats. Sec. 99.44 relating to liceng™ new 
a severance tax on natural products. ing dealers in agricultural products. mptic 
Utilities —H. B. No. 149 adopts rate base} Aicoholic Beverages.—%xS. B. No. ">: 
as valuation for tax purposes. Passed | amends Stats. Sec. 176.30 (3) to pernm A.! 
House. ’ sales of liquor within one mile of the ceqmelatir 
H. B. No. 290 provides for local assess- | tra] state insane hospital at Waupun. As™ex Te 


ment of utilities. proved; published and effective Februar 


15, 1935, as Chapter 5, L. 1935. 

S. B. No. 90 amends Stats. Sec. 176.05( 
relating to Class “B” liquor licenses. 

A. B. No. 56 amends Stats. Sec. 176.05(2 
relating to retail liquor licenses. 


Chain Store Tax.—A. B. No. 137 ament 
Stats. Sec. 76.75 relating to retail store | 
censes. 


A. B. No. 144 creates Stats. Sec. 2344 
invalidating terms of leases imposing tl 
chain store tax on landlords, and providinf 
penalties. 


WEST VIRGINIA 
119 abolishes 






Aeroplanes.—_S. B. No. 
state aeroplane licenses. 


Circuses.—H. B. No. 273 taxes circuses 
$1,000 for each performance. 


Gas and Oil—H. B. No. 116 taxes gas 
3¢ per 1,000 cubic feet and oil 2¢ per barrel. 
Killed in House. 


Gasoline Tax.—S. B. No. 118 exempts 
aeroplanes from gasoline tax. 


Gross Income Tax.—S. B. No. 48 re- 
peals the Gross Income Tax. 

S. B. No. 57 revises the collection pro- 
visions. 
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Emergency Relief Income, Inheritanc 
Utilities, and Dividend Taxes.—A. B. No 
48 imposes emergency relief taxes as fol 
lows: on incomes during 1934 of person 
other than corporations; on transfers 
property between enactment of the law ail 
July 1, 1937, which are taxable under Stat 
Chap. 72; on telephone utilities’ gross 
ceipts in 1934 in excess of $10,000; 9 
energy sold by light, heat and power cot 
panies during 1934, with certain exception 
on dividends above $750 received duri 
1933 or corresponding fiscal year which 4 
deductible from gross income for Wisco 












Income Tax.—H. J. R. No. 5 allows ex- 
emptions of $2,500. Killed in House. 


Licenses.—H. B. No. 188 licenses private 
detectives. 

H. B. No. 197 licenses 
hawkers; fees $10 to $250. 

H. B. No. 253 exempts farmers from 
peddlers license. 


peddlers and 




























































1935 March, 1935 


‘n income tax purposes under Stats. Sec. 
104; and extends the emergency and gift 
nx (Sec. 4 of Chap. 363, L. 1933) to July 1, 
037. Passed both Houses with all amend- 
ents concurred in. 


Income Tax.—S. B. No. 77 repeals Stats. 
ec. 71.045 in regard to deduction of net 
siness losses of prior years. 

S, B. No. 78 and A. B. No. 143 exten- 
vely amend and repeal sections of the in- 
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PENDING STATE TAX LEGISLATION 


Motor Vehicles.—S. B. No. 63 amends 
Stats. Sec. 85.01 (4) (a) in regard to auto- 
mobile registration fees. 

S. B. No. 98 repeals various sections of 
Stats. Chapter 85 relating to motor vehicle 
registrations, operators’ licenses issued by 
county treasurers, and penalties. 

A. B. No. 136 amends Stats. Sec. 85.01 
(4) (e) relating to motor vehicle trailer 
registration fees. 

A. B. No. 148 permits refund of 1933 
farm truck fees as to excess over $5. 

A. B. No. 180 amends Stats. Sec. 85.01 
(4) (a) relating to automobile registration 

ees. 


Oleomargarine——S. B. No. 105 amends 
Stats. Sec. 98.39 (5) taxing oleomargarine. 


Property Taxes.—S. B. No. 65 amends 
and repeals various sections of Chapter 75, 
Stats., in regard to interest rates on tax 
certificates. 

* A. B. No. 67 amends Stats. Sec. 74.03 
(1), in regard to extension of time for 
paying town, city or village taxes, by add- 
ing the words “real or personal property” 
between the words “of taxes” at the end 
thereof. Approved, published and effective 
February 11, 1935, as Chapter 2, L. 1935. 

A. B. No. 75 amends Stats. Secs. 74.46(1) 
and 75.38 relating to issuance of and fees 
for tax certificates. 

A. B. No. 126 adds a new Stats. Sec. 
74.345 (2) relating to tax sales. 

A. B. No. 177 repeals Stats. Sec. 74.48 and 
amends Secs. 74.47, 74.65, 75.04, 75.05, 75.06, 
and 75.12 (2), relating to collection of taxes 
and lands sold for taxes. 


Property Taxes—Exemptions.—S. B. No. 
110 repeals Stats. Sec. 77.02 (4) and creates 
Sec. 70.11 (40) exempting from taxation 
farm wood-lots and sloped lands. 

A. B. No. 28 creates Stats. Sec. 70.11(40) ; 
and amends Secs. 70.32(2) and 70.66(3) ir 
regard to exemption from taxation. With- 
drawn. 

A. B. No. 41 amends Stats. Sec. 70.11(4a) 
relating to property exempt from taxation. 

See also “Income Tax,” A. B. No. 43, 
creating new Stats. Sec. 70.11 (39) in re- 
gard to exemptions. 

A. B. No. 93 amends Stats. Secs. 40.32(6) 
and 70.11(36) relating to joint school dis- 
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A. B. No. 141 creates Stats. Sec. 70.11(41) 
and amends Secs. 70.32(2) and 70.66(3) 
relating to exemptions from taxation. 

A. B. No. 150 creates a new Stats. Sec. 
70.11(42) and amends Secs. 70.32(2) and 
70.66(3) relating to exemptions from taxa- 
tion. 


Referenda on Taxation.—A. J. R. No. 56 
provides 7 referenda on taxation policies. 

S. J. R. No. 22 proposes a referendum on 
real property tax reduction. 


Sales Tax.—S. B. No. 170 levies an emer- 
gency sales tax of 3% on sales of tangible 
personal property except farm products, 
newspapers, milk, cream, butter, cheese and 
gasoline. 


Soda Water.—S. B. No. 87 repeals Stats. 
Sec. 98.12 regulating the soda water busi- 
ness. 

A. B. No. 112 amends Stats. Secs. 98.12 
(1) and 98.12(3) regulating the soda water 
business. 


Utilities—A. B. Nos. 153 and 178 amend 
Secs. 196.50(1), 196.50(4), and 197.01(4) re- 
lating to municipal competition with pri- 
vately owned utilities. 


WYOMING 


Adjournment.—The 1935 Regular Session 


of the Wyoming Legislature was adjourned 
February 16, 1935. 


Gasoline Tax.—y%eH. B. No. 196 amends 
the collection rate sections of the gasoline 


tax law. Approved February 16, 1935, as 
Chap: 72, L.. 1935. 


Inheritance Tax. H. B. No. 116 taxes 
gifts, legacies and inheritances. Approved 
Feb. 19, 1935, as Chap. 91, L. 1935. 

Motor Vehicles.—y%H. B. No. 177 relates 
to automobile drivers’ certificates. Ap- 
proved Feb. 9, 1935, as Chap. 94, L. 1935, 
effective immediately. 

% H. B. No. 193 regulates commercial mo- 
tor traffic, fees and permits. Approved 
Feb. 16, 1935, as Chap. 65, L. 1935. 

Property Taxes.—%S. B. No. 102 pro- 
vides for enforcing tax liens. Approved 















ents p 
ge feepmome tax law, in regard to persons subject 
on bug tax, personal exemptions, returns and 
‘Piling of copies of Federal returns, and re- 
pealing provisions for deduction of net 
5 tanjsses of prior years. 
Killed @S, B. No. 79 creates a new Stats. Sec. 
91.05 (2) (dd) relating to income tax ex- 
t 
y exten ptions. 
i“ tl A. B. No. 43 repeals and amends numer- 
| us sections of Stats. Chaps. 70, 71 and 72 
e for gaxclating to income and inheritance taxes, 
red. Fe nd the partial exemption of personal 
roperty and improvements from taxation. 
lation #™ A. B. No. 45 creates a new Stats. Sec. 
Louse, fgl.19 (la) and amends Sec. 71.05 (2), para- 
yment graphs (a) to (d), relating to state aid and 
come tax exemptions, and taxing untaxed 
tion press and 1934 dividends. 
A. B. No. 99 amends Stats. Sec. 71.19 (1) 
; on pain regard to distribution of income tax rev- 
ted landfignue. 
A. B. No. 142 repeals Stats Sec. 71.045 
s to Sgelating to deduction of net business losses. 
aluatiow™ A. B. No. 179 creates Stats. Sec. 70.47 (8) 
elating to testimony before boards of re- 
lent stagmlew- 
Inheritance Tax.—See “Income Tax,” A. 
‘o asses. No. 43. 
nds. A. B. No. 139 amends and adds various 
one miggections of Chapter 72 in regard to inherit- 
city. nce tax. 
Insurance.—A. B. No. 61 repeals Stats. 
ec. 76.36 under which certain fire insur- 
nce companies pay reduced fees. 

No. 1#@ Motor Fuel Tax.—S. B. No. 18 creates 
to licenf new Stats. Sec. 78.02 (2) relating to ex- 
cts. mption from motor fuel tax of industrial 

No. Me": 

0 perm A. B. No. 174 amends Stats. Sec. 78.14 (2) 
f the cemmelating to extending the time for gasoline 
pun, Asmex refunds. 

Februar 
176.05(2 
ses. 
 176.05(2 
37 amend 
I store | Much opposition has also been voiced 
the exemption of educational institu- 
EC. 234/@ons from taxation. Here also, there have 
osing thfeen many abuses, in that property which 
providiige not presently used for educational pur- 


oses has been exempted from taxation. 
Since charitable organizations perform a 






ee 








A. B. nction the state would otherwise be com- 
es as a elled to perform, exemption seems to be 
yf person istified on economic grounds. However, 





has recently been urged that exemp- 
ons to eleemosynary institutions be elim- 


ansfers 0 
1e law ant 









ider Stai@mated, and, in lieu thereof, direct 
gross ff »propriations be made to such organiza- 
10,000; ommOns to the extent the legislature deemed 













toper. The trouble with such a policy 
s that it would place control of our chari- 
pble institutions in the hands of politicians 
nd might lead to an extension of the pow- 
r to include our religious and educational 
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tricts and property exempt from taxation. 





(Continued from page 150) 


institutions as well. As for many secret 
societies, there seems to be no good reason 
why they should all be classed as chari- 
table institutions. 

Evasion of the property tax upon in- 
tangibles is so universal that the substi- 
tution of a more practical tax such as an 
income tax is recommended. The general 
property tax upon tangible personal prop- 
erty has likewise been a failure. The sub- 
stitution of an income tax would cause no 
injustice and could be more easily ad- 
ministered. 

A number of states have attempted to 
encourage new industries by means of tax 
exemption. The success of such a plan 
has not yet been established but even if 
successful it is likely to cause state and 
municipal competition and friction, result- 
ing in a narrowing of the tax base in the 





as Chap. 84, L. 1935, on February 19, 1935. 


Digests of Articles on Taxation 


competing jurisdictions and increasing the 
tax burden of non-tax-exempt property. 

The Federal Government, by judicial de- 
cisions, does not have the power to tax 
the salaries of State officials (11 Wall. 113). 
Likewise the State Governments do not 
have the power to tax the salaries of Fed- 
eral officials (16 Pet. 435). It is believed 
that the dissenting opinion in Collector v. 
Day, 11 Wall. 113, is sound. Income taxes, 
aside from the moderately low flat exemp- 
tions, should comprehend every income, 
salary or emolument from whatever source 
derived. 

Exemptions from inheritance, estate and 
gift taxes should be modified in order to 
insure a greater return from a lucrative 
source without the violation of any prin- 
ciple of fair taxation. 
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Interstate or Intrastate? ..... 


When the nature of a client- 
corporation’s transactions in 
some states falls within the 
twilight zone between interstate 
and intrastate, you can put your- 
self in a position to draw your 
conclusions very quickly and 
much more correctly if first you 
let The Corporation Trust Com- 
pany look up for you and submit 
a digest of the court decisions, 
statutes, rulings and other mat- 
ters bearing on the current prac- 
tice in that particular state on 
that particular question. 


Because of its nation-wide 
organization with offices and 
representatives in every state 
of the union, The Corporation 
Trust Company maintains the 
most complete file possible of 
all information helpful to a law- 
yer in the problem of what does 
constitute doing business, as 


interpreted in the various states. 


If an attorney has all papers 
ready for incorporation of a com- 
pany, or for its qualification as 
a foreign corporation, no matter 
in what state or territory of the 
United States, or what province 
of Canada, we will take them at 
that point and see that every 
necessary step is performed— 
papers filed, copies recorded, 
notices published, as may 
required in the state, statutory 
office established and thereafter 
maintained; in case of new com- 
panies, incorporators furnished, 
meeting held, directors elected, 
minute book opened. 


If, before drafting the pa- 
gore. you wish to study care- 
ully the question of the best 
state for incorporation of your 
client’s particular business, the 
most suitable capital set-up or 
the soundest purpose-clauses, or 
the most practicable provisions 
for management and control, we 
will bring you precedents from 
the best examples of corporation 
practice on which to formulate 
your plans, or, if you desire, will 
draft for your approval certificate 
and by-laws based on such prece- 
dents. 


If uncertain as to necessity of | 


a client’s qualifying as a forei 
corporation in any state, we will, 
upon submission of the facts, 
bring you digests (with citations) 
of leading court decisions show- 
ing the attitude of each state in- 
volved on the kind of business 
transacted by your client. 
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ORGANIZED UNDER THE BANKING LAWS OF NEW YORK AND NEW JERSEY 


COMBINED ASSETS A MILLION DOLLARS 
FOUNDED 1892 


120 BROADWAY, NEW YORK 


March, 1935 
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15 EXCHANGE PLACE. JERSEY CITY 
100 W.TENTH ST, WILMINGTON, DEL. 


Albany, 158 State St. Detroit, Dime Sav. Bank Bldg. 
Atlanta, Healey ey Dover, Del., 30 Dover Green 
Baltimore, 10 Light St. Kansas City, 926 Grand Ave. 
(The Corporation Trust Incorporated) Los Angeles, Security Bldg. 
Boston, Atlantic Nat’l Bk. Bldg. Minneapolis, Security Bldg. 
(TheCorporation Trust, Incorporated) Philadelphia, Fidelity-Phila. Tr. Bldg. 
Buffalo, Ellicott Sq. Bldg. Pittsburgh, Oliver Bldg. 
Chicago, 208 S. La Salle St. Portland, Me., 443 Congress St. 
Cincinnati, Carew Tower San Francisco, Mills Bldg. 
Cleveland, Union Trust Bldg. Seattle, Exchange Bldg. 
Dallas, Republic Bank Bldg. St. Louis, 415 Pine St. 
Washington, Munsey Bldg. 








